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Introduction 


On  a  sunny  afternoon  in  September  1985,  Robert  C.  McFarlane,  the  President's  National 
Security  Adviser,  took  an  elevator  to  the  Capitol's  fourth  floor,  where  he  was  escorted  past 
an  armed  guard  into  the  House  Intelligence  Committee's  small,  private  hearing  room.  McFar- 
lane was  settling  into  a  green  leather  chair  as  the  soundproof  door  closed  behind  him. 

Representative  Lee  Hamilton  had  a  few  pointed  questions  he  wanted  to  ask. 

There  had  been  a  troubling  story  in  the  press  a  month  before.  The  New  York  Times  had 
reported  that  an  obscure  National  Security  Council  aide  named  Oliver  L.  North  was  raising 
money  for  the  Contras.  He'd  been  helping  them  buy  weapons,  giving  them  tactical  military 
advice — all  that  and  more  at  a  time  when  U.S.  assistance  to  the  Contras  was  supposed  to  be 
prohibited. 

Hamilton  was  chairman  of  the  Intelligence  Committee,  the  principal  Congressional  body 
monitoring  the  Contra  program.  He  wanted  to  know  what  this  fellow  North  was  up  to. 

In  his  cool,  earnest,  and  unequivocal  manner,  McFarlane  assured  the  Congressman  that 
the  story  just  wasn't  true.  Colonel  North  had  not  "given  military  advice  of  any  kind"  or  "in 
any  way  been  involved  with  funds  for  the  Contras." 

"We  were  skeptical,  and  we  asked  him  the  same  question  in  several  different  ways,"  the 
Congressman  recalled  recently.  "But  he  was  he  was  always  positive;  he  left  no  doubt." 

So  Hamilton,  a  courteous,  low-key,  southern  Indiana  lawyer,  shook  McFarlane's  hand  and 
said:  "I  for  one  am  willing  to  take  you  at  your  word."  And  with  that,  the  House  Intelligence 
Committee's  investigation  of  the  matter  was  dropped. 

Sixteen  months  passed.  But  then,  in  January  1987,  Lee  Hamilton  found  himself  appointed 
to  a  new  committee.  He  was  named  chairman  of  the  House  select  committee  investigating  the 
Iran-Contra  Affair.  Hamilton's  new  committee  worked  in  tandem  with  its  counterpart  from 
the  Senate,  and  the  two  panels  had  a  combined  staff  of  almost  100  lawyers,  investigators, 
accountants,  auditors,  and  others.  They  had  subpoena  power  and  unusual  cooperation  from 
the  White  House.  They  studied  thousands  of  pages  of  records,  even  read  passages  from 
President  Reagan's  personal  diary.  They  took  dozens  of  private  depositions  and  heard  from 
28  public  witnesses  during  three  months  of  nationally  televised  hearings. 

Even  with  all  that,  it  was  almost  1 1  months  before  the  questions  Hamilton  first  posed  to 
McFarlane  back  in  September  1985  were  answered.  The  end  result  is  this  extraordinary 
report. 

It's  a  stunning  document,  describing  in  exhaustive  detail  "confusion,  secrecy  and  decep- 
tion," "pervasive  dishonesty,"  and  "disarray  at  the  highest  levels  of  Government."  Some 
questions  about  the  sale  of  arms  to  Iran  and  the  covert  program  to  aid  the  Contras  will  never 
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be  answered  in  full.  But  this  study  is  the  closest  to  a  definitive  account  the  nation  is  ever  likely 
to  get.  It  even  comes  with  Republican  dissenting  views. 

The  Committees  concluded  that  "the  ultimate  responsibility  for  events  in  the  Iran-Contra 
Affair  must  rest  with  the  President."  And  had  this  catalog  of  criticisms  landed  at  another  time, 
under  different  political  circumstances,  it  might  have  changed  the  nation's  political  landscape 
for  months  or  years  to  come.  But  as  it  was,  at  the  White  House  the  President  and  his  aides 
brushed  off  the  Committees'  work  with  a  blithe,  dismissive  wave. 

Reagan  declined  even  to  discuss  the  report  for  the  first  several  days.  He  finally  offered  only 
a  brief,  disparaging  remark,  standing  in  the  White  House  Rose  Garden  as  an  aide  handed  him 
a  large,  flapping  Thanksgiving  turkey — a  bit  of  symbolism  that  surely  was  not  lost  on  the 
President.  What  did  he  think  of  the  Committees'  report? 

"Maybe  they  labored  and  brought  forth  a  mouse,"  he  said. 

Almost  in  chorus,  others  in  the  White  House  agreed,  saying:  "There's  nothing  new  here." 
And  in  at  least  one  sense  they  were  correct.  By  November  1987,  the  Iran-Contra  Affair  had 
already  done  such  grievous  damage  to  the  Reagan  Presidency  that  the  report,  even  with  its 
many  new  revelations,  only  served  to  ratify  what  most  people  already  knew. 

To  many  Americans,  the  very  idea  of  selling  advanced  weaponry  to  the  Ayatollah 
Khomeini  was,  all  by  itself,  more  than  enough  to  send  the  President's  public  approval  ratings 
into  a  steeper,  faster  free-fall  than  the  polls  had  ever  registered  since  they  were  first  taken, 
back  when  Franklin  Roosevelt  sat  in  the  White  House.  In  December  1986,  just  after  word 
of  the  arms  sales  came  out,  the  number  of  Americans  who  said  they  approved  of  the  way 
Reagan  was  doing  his  job  fell  by  30  percent,  and  the  numbers  have  crept  back  only  a  few  points 
since  then. 

The  effect  of  that  drop  has  been  dramatic.  During  most  of  1987  the  White  House  was,  in 
the  words  of  one  of  the  President's  senior  aides,  "catatonic,  waiting  for  it  to  pass." 

Then  by  fall  the  Committee  hearings  had  ended  and  the  public  seemed  to  be  losing  interest 
in  the  affair.  The  background  noise  had  faded,  but  that  only  made  it  easier  to  gauge  the 
long-range  political  repercussions  the  scandal  had  left  behind.  All  of  a  sudden,  after  six  years 
of  inarguable  political  dominance,  the  White  House  now  seemed  unable  to  do  anything  right; 
the  problems  and  embarrassments  seemed  to  follow  one  after  another: 

•  Two  heavily  promoted  Supreme  Court  nominations  ended  in  embarrassing  failures. 

•  The  President  found  he  had  little  choice  but  to  accept  the  idea  of  raising  taxes  to  reduce 
the  budget  deficit,  even  though  for  years  he  had  been  saying  the  nation  would  get  tax 
increases  only  "over  my  dead  body." 

•  After  six  years  of  making  Central  America  dance  to  its  tune,  the  White  House  was  forced 
to  watch,  grumbling  from  the  sidelines,  as  Central  Americans  worked  out  a  peace  agree- 
ment that  Reagan  fundamentally  deplored. 

•  And  then,  just  a  couple  of  days  before  this  report  was  published,  the  President  had  to 
compromise  with  Congress  again,  agreeing  to  limit  testing  of  perhaps  his  most  cherished 
project,  the  Strategic  Defense  Initiative,  or  Star  Wars. 


All  of  that  seemed  largely  a  consequence  of  the  President's  diminished  standing  as  the 
nation's  leader.  Before,  he  had  been  able  to  bend  Congressional  will  by  sheer  force  of  determi- 
nation; senators  and  representatives  knew  all  too  well  that  the  public  stood  behind  him.  But 
Iran-Contra  changed  all  that  and  emboldened  many  members  of  Congress.  Reagan  couldn't 
intimidate  them  so  easily  anymore. 

So  for  the  White  House,  brushing  off  this  report  carried  few  political  risks;  the  damage  was 
already  done.  At  the  same  time,  there  was  another  benefit.  By  taking  the  position  that  the 
Iran-Contra  Committees'  work  was  not  worthy  of  serious  discussion,  the  President  managed 
to  evade  answering  the  major  open  questions  about  his  own  role  in  the  affair.  Even  this  report 
leaves  some  of  them  hanging. 

In  July,  as  the  Congressional  hearings  dominated  the  nation's  attention,  Reagan  said  he  was 
eager  to  tell  his  story  once  the  hearings  ended 

"You  won't  be  able  to  shut  me  up,"  he  said.  But  in  speeches,  statements,  interviews,  and 
public  appearances  since  then,  he  has  carefully  skirted  the  mire  of  unresolved  questions, 
contradictions,  and  accusations  that  the  Iran-Contra  Committees  left  behind. 

This  report  shows,  for  example,  that  the  Committees  still  wonder  what  the  President  really 
believes  about  the  Iran  arms  sales.  In  a  nationally  televised  speech  on  March  4,  the  President 
said:  "What  began  as  a  strategic  opening  to  Iran  deteriorated,  in  its  implementation,  into 
trading  arms  for  hostages."  But  then  in  an  interview  on  October  2,  as  the  Committees  note 
in  this  report,  Reagan  said  flatly:  "It  was  not  trading  arms  for  hostages." 

And  what  about  William  J.  Casey,  the  former  CIA  director  and  one  of  the  President's 
closest  aides?  Colonel  North  told  the  Iran-Contra  Committees  that  Casey  was  the  mastermind 
behind  much  of  what  he  did;  he  knew  all  about  the  diversion  of  Iran  arms  sales  profits  to  the 
Contras  and  thought  it  was  "a  neat  idea,"  North  said. 

Casey  was  dead  by  the  time  North  said  all  that.  But  last  November,  before  he  was  hospital- 
ized with  a  brain  tumor,  Casey  said  he  hadn't  known  a  thing  about  the  diversion  until  he 
happened  to  stumble  onto  information  about  it  a  few  weeks  earlier.  Which  story  does  the 
President  believe?  He  has  never  said. 

And  then  there's  the  question  of  how  much  Reagan  really  knew  about  North's  covert 
program  to  aid  the  Contras,  the  one  Lee  Hamilton  first  asked  about  in  September  1985. 

The  Committees'  report  shows  that  by  the  fall  of  1986,  the  Enterprise — the  NSC's  secret 
government  that  North  called  "Project  Democracy" — had  accrued  $4.5  million  in  assets, 
including  warehouses,  boats,  leased  houses,  communications  centers,  ordnance,  munitions,  six 
airplanes,  and  a  6,250-foot  runway — not  to  mention  secret  bank  accounts  holding  about  $8 
million. 

How  much  did  the  President  know  about  all  that?  In  October  1986  he  said  he  "did  not  know 
the  exact  particulars"  of  the  Contra  supply  program.  But  then  in  May  he  said  the  whole  thing 
"was  my  idea."  That  contradiction  has  never  been  explained. 

Those  are  just  samples  from  the  lingering  questions  behind  the  disclosures  in  this  report. 
But  Marlin  Fitzwater,  the  President's  spokesman,  made  it  clear  that  the  White  House  does 
not  intend  to  answer  them.  The  day  this  report  was  released,  he  said:  "It  just  serves  no  useful 
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purpose  for  us  to  be  second-guessing  or  to  be  going  back  and  going  through  what  should  have 
happened  and  shouldn't  have  happened."  The  White  House  wasn't  interested  in  discussing 
any  of  it. 

As  for  Lee  Hamilton,  now  that  his  work  is  done  at  last,  he  says  he  was  wrong  to  have  taken 
McFarlane's  word  back  in  1985,  though  he  believes  that  at  the  time  he  had  little  choice. 
Rhetorically  he  asks:  What  can  you  do  when  they  are  so  willing  to  lie? 

Serving  as  chairman  of  the  Iran-Contra  Committee  after  that  earlier  experience  was  a  little 
ironic,  he  acknowledges.  But  Hamilton  also  said:  "I'm  sure  it  was  even  more  ironic  for  Bud 
McFarlane  and  Ollie  North." 

Joel  Brinkley 

White  House  correspondent,  The  New  York  Times 

Washington  editor  of  the  Times'  Iran-Contra  coverage,  January  through  August  1987 
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Editors'  Methodology 


For  this  book,  the  report  has  been  abridged  to  a  publishable  length.  We  the  editors  tried  to 
excise  redundancies  and  keep  the  basic  story  line  intact.  The  Committees  often  repeated 
anecdotes  and  findings  several  times  to  illustrate  different  points.  We  kept  the  different  points 
but,  wherever  possible,  condensed  the  anecdotes  in  the  second  telling. 

Wherever  we  made  substantive  deletions  that  seemed  to  affect  the  story  line,  we  added 
editors'  notes  summarizing  the  deleted  passages.  These  notes  are  shown  in  boldface  type.  We 
also  used  editors'  notes  to  explain  ambiguities  and  to  point  out  occasional  relevant  facts  that 
the  Committees  omitted.  Unless  otherwise  indicated,  direct  quotations  in  the  editors'  notes 
are  taken  from  the  report. 

In  addition,  within  square  brackets  throughout  the  text  (also  in  boldface)  we  inserted 
various  explanations.  For  example,  when  the  Committees  mention  Country  1,  we  explain  that 
it  is  [Israel].  When  the  Committees  refer  to  HINDs,  we  add  [Soviet-made  attack  helicopters]. 

The  introductory  summaries  as  well  the  conclusions  and  recommendations  of  both  the 
majority  and  the  minority  reports  are  presented  in  full.  Some  of  the  other  chapters  are  barely 
edited  at  all,  while  some  others  are  heavily  condensed. 

Since  the  minority  report  does  not  represent  the  views  of  even  all  the  Republicans  on  the 
Committees,  it  is  edited  more  heavily  than  the  rest.  We  should  say  that  we  are  offering  only 
samples  from  the  body  of  the  minority  report. 

For  the  13  supplemental  and  additional  views  at  the  end  of  the  report,  we  have  included 
the  introductory  passages  of  each  and  summarized  the  rest  in  editors'  notes. 

Throughout,  the  actual  text  is  presented  exactly  as  written,  except  in  a  few  cases  where  we 
have  deleted  a  transition  word  or  phrase — such  as  "however"  or  "at  the  same  time" — that 
was  no  longer  appropriate  in  the  abridged  form.  Also,  we  have  retained  the  original  numbering 
of  figures  and  tables  in  the  report;  because  some  were  deleted,  the  numbering  is  sometimes 
no  longer  sequential. 

In  choosing  which  passages  to  keep  and  which  to  abridge,  we  consulted  with  the  Iran- 
Contra  Committees'  leadership.  But  in  the  end  all  the  editing  decisions  were  our  own. 


Joel  Brinkley 
Stephen  Engelberg 
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Iran-Contra  Chronology 


1979 

November  4 

Iranian  militants  take  66  American  diplomats  hostage  in  Tehran. 


1980 

September  22 
Iraq  invades  Iran. 

1981 

December 

President  Ronald  Reagan  signs  a  "Finding"  authorizing  a  covert  Central  Intelligence  Agency 
operation  to  support  the  anti-Sandinista  rebels,  or  Contras.  The  Administration  assures 
Congress  the  purpose  is  to  limit  the  spread  of  communism  in  the  region. 


1982 

December  21,  1982 

The  first  restrictions  on  Contra  aid  become  law,  in  the  form  of  an  amendment  proposed  by 
Representative  Edward  Boland,  Democrat  of  Massachusetts.  It  prohibits  any  use  of  Federal 
funds  to  overthrow  the  Government  of  Nicaragua. 


1983 

October  23,  1983 

A  massive  truck  bomb  kills  241  U.S.  Marines  in  Beirut.  Iran  is  suspected  to  be  behind  the 
bombing. 
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December  8-9 

New  legislation  passed  by  Congress  restricts  Government  expenditures  on  behalf  of  the 
Contras  to  $24  million. 

December  12 

Truck  bombs  explode  at  American  and  French  embassies  in  Kuwait.  After  an  investigation, 
17  members  of  a  group  named  Da'wa,  Arabic  for  The  Call,  are  eventually  arrested.  They  are 
convicted  soon  after,  and  their  relatives  in  Lebanon  decide  the  best  way  to  free  the  prisoners 
is  to  seize  American  hostages. 

December  14 

The  State  Department  instructs  embassies  abroad  to  implement  Operation  Staunch — an  effort 
to  prevent  foreign  countries  from  arming  Iran. 


1984 

February  21 

With  money  running  out  for  the  Contras,  Robert  C.  McFarlane,  the  National  Security 
Adviser,  warns  President  Reagan  that  the  program  will  have  to  be  curtailed  by  May  or  June 
unless  new  money  is  found. 

March  16 

William  Buckley,  CIA  station  chief  in  Beirut,  is  kidnapped  and  held  in  Lebanon  by  Islamic 
Holy  War,  pro-Iranian  extremists. 

April 

Press  accounts  report  that  the  CIA  has  mined  Nicaraguan  harbors.  In  the  furor  that  follows, 
many  in  Congress  push  for  a  complete  cutoff  of  aid  to  the  Contras. 

May 

Duane  Clarridge,  a  CIA  officer  who  supervises  the  Contra  program,  introduces  Lt.  Col.  Oliver 
L.  North,  a  National  Security  Council  aide,  to  Contra  leaders  in  Honduras.  Clarridge  tells 
them  that  if  Congress  cuts  off  aid  Colonel  North  will  take  his  place. 

McFarlane  meets  with  Saudi  Arabia's  ambassador  to  Washington,  Prince  Bandar  Bin 
Sultan.  With  the  $24  million  cap  in  Contra  funding  taking  effect,  Prince  Bandar  agrees  to  keep 
the  Contras  alive  with  a  contribution  of  $1  million  per  month. 

May  8 

The  Rev.  Benjamin  Weir  is  kidnapped. 
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August  31 

McFarlane  asks  for  a  reassessment  of  U.S.  policy  toward  Iran. 

October  12 

Reagan  signs  an  appropriations  measure  containing  a  new  Boland  Amendment,  Boland  II, 
approved  earlier  by  Congress.  It  bans  any  agency  or  entity  involved  in  intelligence  activities 
from  spending  money  to  aid  the  Contras. 

December  3 

Peter  Kilburn  of  the  American  University  of  Beirut  is  kidnapped. 

1985 

January  8 

The  Rev.  Lawrence  M.  Jenco  is  seized  in  Lebanon. 

February 

The  Saudis  agree  to  contribute  an  additional  $24  million  to  the  Contra  cause  after  McFarlane 
tells  Prince  Bandar  the  rebels  need  money. 

March  16 

Another  American,  Terry  A.  Anderson  of  the  Associated  Press,  is  kidnapped  in  Beirut. 

May  3 

Michael  A.  Ledeen,  a  consultant  to  the  National  Security  Council,  meets  with  Prime  Minister 
Shimon  Peres  of  Israel  to  discuss  Iran. 

May  28 

David  P.  Jacobsen  of  the  American  University  Hospital  in  Beirut  is  kidnapped. 

June  3 

Buckley  dies  (according  to  Jacobsen,  who  tells  of  this  after  he  is  freed  in  November  1986). 

June  9 

Thomas  M.  Sutherland  of  the  American  University  of  Beirut  is  kidnapped. 

June  17 

The  NSC  staff  moves  forward  with  a  new  policy  towards  Iran.  A  draft  National  Security 
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Decision  Directive  circulates  to  top  officials,  who  are  not  impressed.  Caspar  W.  Weinberger, 
the  Secretary  of  Defense,  writes:  "This  is  almost  too  absurd  to  comment  on." 

Late  June 

Reagan  meets  with  hostage  families. 

July  3 

Reagan  attends  a  National  Security  Planning  Group  meeting  and  is  frustrated  by  the  apparent 
lack  of  options  for  freeing  the  hostages. 

Early  July 

David  Kimche,  Director  General  of  the  Israeli  Foreign  Ministry,  tells  McFarlane  that  Iranian 
officials  want  to  open  a  "political  discourse"  with  the  U.S. 

Mid-July 

Reagan  approves  "in  principle"  the  sale  of  TOW  antitank  missiles  to  Iran,  subject  to  further 
review. 

August  2 

Kimche  meets  with  McFarlane  and  asks  for  specific  authorization  to  ship  missiles  to  Iran. 

August  6 

McFarlane  briefs  Reagan  on  the  Israeli  proposal  to  sell  American  antitank  missiles  to  Iran 
through  Israel.  There  is  dispute  on  whether  the  President  approved  this  sale.  McFarlane  says 
he  did;  Reagan  at  first  agrees  but  later  says  he  cannot  recall. 

August  10 

North  flies  to  Costa  Rica  and  meets  with  Ambassador  Lewis  Tambs  and  CIA  station  chief 
Joe  Fernandez  to  discuss  construction  of  a  secret  airstrip  for  the  Contra  operation. 

August  20 

Israel  sends  96  TOW  antitank  missiles  to  Iran. 

September  5 

McFarlane  sends  a  letter  to  the  House  Permanent  Select  Committee  on  Intelligence  that  states 
it  his  "deep  personal  conviction"  that  no  one  on  the  NSC  staff  has  violated  either  the  letter 
or  spirit  of  the  Boland  Amendment. 

In  Paris,  Ledeen  meets  with  Manucher  Ghorbanifar,  the  Iranian  who  arranged  the  first 
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TOW  shipment,  to  complain  that  no  hostages  have  been  released.  Ghorbanifar  asks  for  more 
missiles. 

September  14 

Israel  sends  408  more  TOW  missiles  to  the  Iranian  city  of  Tabriz.  Weir  is  released  the  same 
day. 

October  3 

North  is  told  that  Buckley  will  be  released  soon,  but  Islamic  Jihad  in  Lebanon  announces  that 
it  plans  to  execute  Buckley. 

November 

Working  at  the  direction  of  Richard  V.  Secord,  a  retired  Air  Force  major  general,  Richard 
Gadd,  a  retired  Air  Force  colonel,  searches  for  airplanes  that  could  be  bought  by  the  resupply 
operation.  Secord  later  testifies  that  North  was  to  raise  the  project's  money  from  private 
donations  and  friendly  foreign  governments. 

November  24—25 

The  CIA  arranges  for  a  shipment  of  1 8  HAWK  antiaircraft  missiles  from  Israel  to  Iran  aboard 
a  CIA  front  company  airplane.  Iran  rejects  the  missiles  within  days  after  test-firing  one  of 
them,  finding  that  they  do  not  meet  Iran's  requirements.  Later,  some  of  the  American  officials 
involved  in  arranging  the  flight  said  they  were  told  the  plane  carried  oil-drilling  parts,  not 
weapons. 

November  25 

John  N.  McMahon,  Deputy  Director  of  Central  Intelligence,  says  the  CIA  cannot  provide 
any  more  covert  assistance  without  an  explicit  authorization  from  the  President.  On  Decem- 
ber 5  the  President  signs  a  Finding  retroactively  authorizing  the  operation.  Later,  McFar- 
lane's  deputy,  Vice  Adm.  John  M.  Poindexter,  testifies  that  he  destroyed  this  order  after  word 
of  the  Iran  arms  sales  began  to  become  public. 

December  4 

McFarlane  resigns  as  National  Security  Adviser.  Poindexter  is  appointed  his  successor. 

December  6 

North  tells  an  Israeli  official  that  he  plans  to  use  profits  from  future  arms  sales  to  support 
the  Contras. 
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December  7 

A  meeting  is  held  at  the  White  House  with  Reagan,  Secretary  of  State  George  P.  Shultz, 
Weinberger,  McFarlane,  and  Poindexter  at  which  the  Iran  initiative  is  discussed.  Participants 
at  the  meeting  have  different  recollections  of  what  took  place.  Some  suggest  that  a  consensus 
was  reachedto  end  the  arms  shipments  to  Iran.  McMahon  has  said  no  such  agreement  was 
reached. 

December  8 

McFarlane  flies  to  London  with  North  for  a  meeting  with  Ghorbanifar,  Kimche,  and  Yaacov 
Nimrodi,  an  Israeli  arms  dealer.  McFarlane  tells  Ghorbanifar  that  the  U.S.  does  not  want  to 
take  part  in  any  more  arms  transfers  to  Iran,  although  the  U.S.  is  willing  to  continue 
diplomatic  contacts. 


1986 

January  17 

Reagan  signs  an  order  authorizing  arms  shipments  to  Iran  in  an  effort  both  to  improve 
relations  with  officials  in  Iran  thought  to  be  moderates  and  to  bring  about  the  release  of  the 
hostages.  This  order  authorizes  the  CIA  to  assist  "third  parties"  as  well  as  friendly  foreign 
countries  in  shipping  weapons. 

February  17 

The  U.S.  sends  500  TOW  missiles  to  Israel,  from  American  stocks,  for  shipment  to  Iran.  No 
hostages  are  freed. 

February  19 

An  American  delegation  arrives  in  Frankfurt,  West  Germany,  for  face-to-face  meetings  with 
Iranian  officials.  The  Iranians  ask  for  better  weapons,  and  North  presses  for  hostages.  Further 
high-level  meetings  are  agreed  to. 

February  27 

Another  shipment  of  500  TOW  missiles  is  sent  to  Israel,  once  again  for  shipment  to  Iran.  But 
again  no  hostages  are  freed. 

March 

The  resupply  operation,  which  had  gotten  off  to  a  slow  start,  makes  some  successful  airdrops 
to  Contra  troops  in  northern  Nicaragua.  The  planes  are  flown  from  the  Illopango  airbase  in 
El  Salvador  with  the  cooperation  of  the  Salvadoran  military. 
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April  4 

In  a  memorandum,  North  outlines  a  plan  to  have  $12  million  in  profits  from  the  Iran  arms 
sales  diverted  to  the  Contras.  The  memo  is  prepared  for  Poindexter  to  relay  to  the  President. 
Poindexter  later  testifies  that  he  never  showed  the  memo  to  the  President.  Reagan  has  denied 
knowing  anything  about  the  diversion  to  the  Contras  until  November  1986. 

April  17 

Kilburn's  body  is  found.  His  kidnappers  say  he  was  killed  in  retaliation  for  the  American 
bombing  of  Libya  two  days  before. 

May  1 

Secord  sends  Robert  C.  Dutton,  a  retired  Air  Force  colonel,  to  Illopango  to  straighten  out 
the  resupply  operation.  At  the  same  time,  Felix  Rodriguez,  a  former  CIA  operative  recruited 
by  North  to  work  at  Illopango,  meets  in  Washington  with  Vice  President  George  Bush. 
Participants  say  the  air  resupply  operation  is  not  mentioned. 

May  23-24 

508  TOW  missiles  and  240  spare  parts  for  HAWK  missiles  are  shipped  to  Israel. 

May  25 

McFarlane,  North,  and  other  American  officials  fly  to  Tehran,  carrying  with  them  spare  parts 
for  Iran's  HAWK  antiaircraft  missiles.  They  spend  four  days  meeting  with  Iranian  officials, 
trying  to  win  the  release  of  all  the  American  hostages.  They  are  not  successful. 

June  11 

Poindexter  tells  North  that  Assistant  Secretary  of  State  Elliott  Abrams  has  asked  the  Sultan 
of  Brunei  to  donate  $10  million  for  the  Contras. 

June  26 

Congress  approves  $100  million  in  military  and  non-lethal  aid  to  the  Contras  beginning 
October  1. 

July  10 

Albert  Hakim,  an  Iranian-American  and  Secord's  business  partner,  begins  looking  for  a  new 
intermediary  in  the  Iran  dealings. 

July  26 
Jenco  is  freed. 
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August  4 

The  U.S.  sends  Iran  a  shipment  of  spare  parts  for  HAWK  antiaircraft  missiles. 

August  6 

North  meets  with  1 1  members  of  the  House  Intelligence  Committee,  and  responding  to  a  New 
York  Times  story,  he  denies  raising  any  money  for  Contras  or  offering  them  military  advice. 
Later,  North  testifies  that  he  lied  in  this  session. 

August  25 

Hakim's  efforts  succeed;  a  "Second  Channel"  to  Iran  is  found.  An  emissary,  identified  as 
an  officer  in  the  Revolutionary  Guards,  meets  with  Secord  and  Hakim  in  Brussels,  Bel- 
gium. 

September  6 

North  learns  that  a  Costa  Rican  official  was  threatening  to  disclose  in  a  press  conference  the 
existence  of  the  secret  airstrip  in  that  country  that  North's  enterprise  built  to  serve  the  Contra 
resupply  program.  Ambassador  Tambs  calls  President  Oscar  Arias  Sanchez  and  urges  him 
to  the  cancel  press  conference.  Arias  does  so,  but  Costa  Rican  officials  still  disclose  the 
existence  of  the  airstrip  on  September  25. 

September  9 

Frank  Herbert  Reed  is  kidnapped. 

New  Iranian  intermediaries  are  flown  to  Washington  for  meetings  with  North,  Secord,  and 
Hakim.  One  of  them  acknowledges  the  Iranian  role  in  the  kidnapping  of  Reed. 

September  12 

Another  American,  Joseph  James  Cicippio,  is  taken  hostage. 

October  5 

A  cargo  plane  carrying  arms  to  the  Contras,  part  of  the  North-Secord  resupply  operation, 
is  shot  down  over  Nicaragua.  Three  crewmen  are  killed  and  a  fourth,  Eugene  Hasenfus,  is 
taken  captive. 

October  21 

Edward  Austin  Tracy  is  kidnapped  in  Lebanon. 

October  28 

Another  500  U.S.  TOW  missiles  are  sent  to  Iran. 
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October  29 

Secord,  Hakim,  and  George  Cave,  a  retired  CIA  officer  called  in  to  work  on  the  Iran 
operation,  meet  with  Iranians  in  Mainz,  West  Germany.  They  disclose  that  radicals  in  Iran 
have  published  5  million  pamphlets  about  the  McFarlane  visit  to  Iran. 

November  2 
Jacobsen  is  released. 

November  3 

A  Lebanese  magazine,  Al-Shiraa,  discloses  that  the  U.S.  sent  arms  to  Iran  and  that  McFarlane 
visited  Tehran. 

November  5-6 

Press  accounts  confirm  the  story  even  as  the  White  House  issues  a  denial. 

November  10 

The  President's  senior  advisers  argue  over  how  to  respond.  Reagan,  according  to  notes  taken 
at  the  session,  agrees  there  is  need  for  a  public  statement  but  tells  his  aides  to  "stay  away  from 
detail." 

November  12-19 

North  and  other  White  House  officials  prepare  increasingly  inaccurate  chronologies  of  events 
in  the  Iran  affair. 

November  19 

Reagan  holds  a  press  conference  and  makes  major  errors  of  fact.  He  insists,  for  example,  that 
no  other  country  was  involved,  even  though  Israel  was  shipping  many  of  the  weapons.  He 
says  1,000  TOWs  were  sent  when  the  number  was  actually  2,004.  Minutes  after  the  press 
conference  ends,  advisers  correct  the  misstatement  about  Israel. 

November  21 

William  J.  Casey,  the  Director  of  Central  Intelligence,  appears  before  House  and  Senate 
Intelligence  Committees  after  a  major  battle  within  the  Administration  over  what  he  will  say 
about  the  CIA's  role  in  the  November  1985  arms  shipment.  Attorney  General  Edwin  Meese 
III  says  he  is  disturbed  by  confusion  over  the  facts  and  suggests  that  the  President  have  him 
conduct  an  inquiry.  North  is  told  that  Justice  Department  officials  will  inspect  his  files  the 
next  day,  and  he  begins  shredding  documents. 
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November  22 

A  Justice  Department  official,  Bradford  Reynolds,  finds  an  April  1986  memo  to  the  President 
that  mentions  the  diversion  of  funds  to  the  Contras. 

November  23 

North  tells  Meese  there  was  a  diversion  of  funds  but  misstates  other  crucial  aspects  of  the 
deal. 

November  24 

Meese  goes  to  the  White  House  and  tells  the  President  of  the  diversion.  White  House  Chief 
of  Staff  Donald  T.  Regan  attends,  and  his  reaction  to  the  news  is  "horror,  horror,  horror, 
horror." 

November  25 

Meese  announces  the  diversion  of  money  from  the  Iran  arms  sales  to  the  Contras.  Reagan 
announces  Poindexter's  resignation  and  North's  dismissal. 

December  19 

Lawrence  M.  Walsh  is  named  special  prosecutor  in  the  Iran-Contra  Affair. 


1987 

January  6-7 

The  Senate  and  the  House  set  up  committees  to  investigate  the  Iran-Contra  Affair. 

January  24 

Four  teachers — Alann  Steen,  Jesse  J.  Turner,  and  Robert  Polhill,  Americans,  and  Mithilesh- 
war  Singh,  an  Indian-born  U.S.  resident  alien — are  kidnapped  at  Beirut  University  College. 

February  26 

The  Tower  Commission,  set  up  to  study  NSC  operations  and  headed  by  former  Texas  Senator 
John  Tower,  issues  its  report.  It  concludes  that  the  President's  top  advisers  were  responsible 
for  creating  the  chaos  that  led  to  the  Iran-Contra  Affair.  The  report  asserts  that  President 
Reagan  was  largely  out  of  touch  with  the  operations  undertaken  by  his  National  Security 
Council  staff. 

May  5 

Televised  public  testimony  begins  before  the  Senate  and  House  Committees  investigating  the 
Iran-Contra  Affair.  Secord  is  the  first  witness. 
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July  7 

North  begins  six  days  of  testimony  before  the  Congressional  Committees.  He  says  he  has  no 
idea  if  the  President  had  any  knowledge  of  the  diversion  of  funds  to  the  Contras.  He  also  says 
that  William  Casey  was  aware  of  and  approved  of  the  diversion  and  that  the  arms  sales  were 
originally 'intended  as  an  exchange  for  the  hostages. 

July  15 

Poindexter  begins  five  days  of  testimony  before  the  Committees.  He  says  he  never  told  the 
President  of  the  diversion  of  funds,  to  give  him  "plausible  deniability"  about  the  affair. 

August  3 

The  Iran-Contra  hearings  end  after  more  than  250  hours  of  testimony  from  28  public  wit- 
nesses. 

November  18 

The  Congressional  Iran-Contra  Committees  issue  their  report. 
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Cast  of  Characters 


Elliott  Abrams:  Assistant  Secretary  of  State  for  Inter- American  Affairs  and  coordinator  of 
the  Administration's  Central  America  policy.  He  said  he  was  not  involved  in  the  covert  aid 
to  the  Contras  despite  many  meetings  with  North  and  his  solicitation  of  $10  million  from 
Brunei  for  the  Contras. 

George  Bush:  Vice  President  of  the  United  States.  Attended  some  but  not  all  of  the  high-level 
meetings  on  the  Iran  initiative.  Appears  to  have  played  a  minor  role.  Was  not  recorded  as 
taking  a  position  at  the  August  6,  1985,  meeting  with  Reagan  when  the  first  Israeli  sale  of 
arms  to  Iran  was  discussed  by  top  Presidential  aides.  He  met  on  May  1,  1986,  with  Felix 
Rodriguez,  a  former  CIA  officer  who  was  working  on  the  Contra  airlift  in  El  Salvador. 
Witnesses,  including  Rodriguez,  insisted  that  the  Contra  operation  did  not  come  up  in  the 
conversation.  A  memo  prepared  for  the  meeting  by  Bush's  staff  said  its  purpose  was  to  provide 
a  briefing  on  the  progress  of  the  war  in  El  Salvador  and  "resupply  of  the  Contras."  A  Bush 
aide  said  a  secretary  misunderstood  his  instructions  on  what  the  memo  was  to  say;  the 
secretary  said  she  typed  what  she  was  told. 

Adolfo  Calero:  A  Contra  leader  who  was  North's  chief  contact  with  the  rebels  during  the 
two-year  ban  on  U.S.  military  aid.  Had  primary  responsibility  for  distributing  most  private 
funds  received  by  the  Contras.  Still  a  member  of  the  Contra  political  directorate. 

William  J.  Casey:  As  Director  of  Central  Intelligence,  he  was  instrumental  in  the  creation 
of  the  Contra  movement  and  was  a  central  figure  in  the  Iran  arms  sales.  According  to  North's 
uncorroborated  testimony,  Casey  wanted  to  set  up  a  permanent  secret  fund,  not  accountable 
to  Congress,  that  could  be  used  for  clandestine  activities.  Disabled  by  a  brain  tumor  in 
November,  he  died  in  May  without  having  been  questioned  in  detail  about  the  affair.  North 
said  he  knew  all  about  the  diversion,  but  some  associates  find  this  unlikely. 

Carl  R.  "Spitz"  Channell:  Political  fundraiser  who  pleaded  guilty  in  April  to  conspiring  to 
defraud  the  Government  by  raising  tax-exempt  funds  and  funnelling  them  to  the  Contras. 
Named  North  as  a  co-conspirator.  His  highly  effective  operation  raised  $10  million,  of  which 
only  $4.5  million  went  to  or  was  spent  on  behalf  of  the  Contras.  Another  $1  million  paid  for 
a  range  of  political  advertising. 

Duane  Clarridge:  Head  of  the  CIA's  Central  America  task  force  for  several  years,  he  super- 
vised efforts  to  arm  the  Contras  and  mine  Nicaraguan  harbors.  As  chief  of  the  CIA's  European 
division,  he  was  a  central  figure  in  arranging  the  arms  shipment  to  Iran  in  November  1985. 
Later  became  head  of  a  special  CIA  counterterrorism  unit. 
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Thomas  Clines:  Former  CIA  officer  who  worked  with  Secord  and  Hakim.  According  to 
testimony,  $1  million  in  profits  from  the  arms  sales  was  allocated  to  him. 

Robert  C.  Dutton:  Retired  Air  Force  colonel  and  associate  of  General  Secord.  Helped  super- 
vise the  day-to-day  running  of  the  Contra  network.  Credited  with  making  the  air  operation 
successful  after  early  failures.  Given  immunity  from  prosecution  by  the  independent  coun- 
sel. 

Robert  L.  Earl:  A  Rhodes  scholar,  former  CIA  analyst  on  Middle  Eastern  affairs,  and  North's 
deputy  on  the  National  Security  Council.  Testified  that  North  had  told  him  that  at  a  White 
House  meeting  North  was  given  word  he  had  been  "designated  the  scapegoat"  for  the 
Iran-Contra  Affair.  Also  said  that  North  quoted  Reagan  as  saying  of  the  diversion:  "It  is 
important  that  I  not  know."  North  denied  making  that  statement. 

Joe  Fernandez  (alias  Tomas  Castillo):  Former  CIA  station  chief  in  Costa  Rica.  The  Agency 
disciplined  him  in  1985  for  his  role  in  preparation  of  a  manual  for  training  the  Contras  that 
advocated  assassination.  Played  a  major  role  in  North's  resupply  network  by  passing  messages 
to  Contras  in  the  field  who  were  waiting  for  airdrops.  Said  his  supervisors  at  the  Agency  were 
fully  aware  of  his  activities. 

Alan  Fiers:  Head  of  the  CIA's  Central  America  Task  Force,  Fiers  denies  knowing  of  Fer- 
nandez' role  helping  the  Contras.  He  acknowledges  that  when  other  officials  made  misleading 
statements  to  Congress  about  the  Contra  operation,  he  didn't  correct  them. 

David  Fischer:  A  former  Special  Assistant  to  the  President,  he  arranged  for  contributors  to 
the  Contras  to  meet  Reagan  in  exchange  for  a  retainer  of  $20,000  per  month,  according  to 
Channell.  Fischer  denies  any  such  deal  and  said  the  money  was  for  consulting. 

Clair  George:  The  CIA's  Deputy  Director  for  Operations,  George  said  the  U.S.  got  involved 
in  "harebrained  schemes"  intended  to  rescue  the  hostages.  Said  Casey  knew  the  agency  was 
reluctant  to  carry  out  the  Iran  operation  and  so  turned  to  the  NSC  staff  instead. 

Manucher  Ghorbanifar:  Iranian  arms  merchant  who  arranged  the  early  U.S.  arms  deals  with 
Iran.  CIA  officials  considered  him  untrustworthy  and  in  1984  issued  a  "burn  notice"  that 
advised  other  intelligence  services  not  to  work  with  him.  Flunked  every  polygraph,  or  lie 
detector,  test  he  was  ever  given  by  the  Agency.  Used  by  the  NSC  as  the  principal  contact  in 
developing  a  relationship  with  Iran  in  late  1985  and  early  1986. 

Francis  Gomez:  After  leaving  his  post  as  Deputy  Assistant  for  Public  Affairs  at  the  State 
Department,  Gomez  received  a  State  Department  contract  to  do  public  education  on  Central 
America.  He  and  Richard  R.  Miller  had  a  loose  partnership  in  a  company  called  IBC.  It 
handled  a  State  Department  contract  and,  separately,  funnelled  money  raised  from  private 
citizens  to  the  Contras. 

Donald  Gregg:  The  National  Security  Adviser  to  Vice  President  Bush,  Gregg  was  a  CIA 
veteran  and  close  friend  of  Felix  Rodriguez,  who  worked  on  the  private  resupply  operation. 
When  Rodriguez  had  complaints  about  the  effort,  he  called  Gregg,  who  set  up  a  meeting  in 
Washington. 
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Albert  Hakim:  Business  partner  of  Secord  who  coordinated  the  financial  transactions  behind 
the  Iran  arms  sale  and  the  delivery  of  supplies  to  the  Contras.  Records  compiled  by  the 
Committees  show  that  large  profits  were  made  from  the  Iran  and  Contra  arms  sales.  He  was 
instrumental  in  developing  the  second  set  of  contacts  with  Iran  after  Ghorbanifar  was  ban- 
ished and  said  he  felt  like  he  had  been  Secretary  of  State  for  a  day. 

Fawn  Hall:  Former  secretary  to  North  who  shredded,  altered,  and  smuggled  documents  out 
of  the  White  House  in  November  1986  in  an  effort  to  protect  North  from  the  Iran-Contra 
disclosures.  Now  a  secretary  at  the  Navy  Department,  where  she  does  not  have  access  to 
classified  material. 

Adnan  M.  Khashoggi:  Saudi  businessman  and  arms  dealer  who  provided  interim  financing  for 
the  initial  arms  shipments  to  Iran.  He  said  he  lost  money  on  the  deals. 

David  Kimche:  Former  Director  General  of  the  Israeli  Foreign  Ministry  and  senior  intelli- 
gence official,  he  helped  establish  contacts  between  the  United  States  and  Iran  in  1985  that 
led  to  the  sale  of  American  arms  to  Tehran. 

Robert  C.  McFarlane:  National  Security  Adviser  from  October  1983  to  December  1985.  He 
testified  he  had  briefed  the  President  "dozens"  of  times  on  secret  efforts  to  funnel  private  aid 
to  the  Contras.  Said  he  did  not  know  the  full  extent  of  North's  activities.  In  1985  and  1986 
McFarlane  assured  Congress  that  North  was  following  the  letter  and  spirit  of  Boland  Amend- 
ment restrictions  on  Contra  aid.  He  personally  arranged  Saudi  Arabia's  contribution  to  the 
Contras  and  remained  active  in  the  Iran  project  even  after  quitting  as  National  Security 
Adviser  in  December  of  1985. 

Edwin  Meese  III:  Attorney  General.  Conducted  a  much  criticized  inquiry  into  the  Iran  arms 
sales  in  fall  1986.  Testified  he  had  unearthed  the  "essential  facts,"  but  critics  said  he  should 
have  used  experienced  criminal  investigators.  The  report  notes  that  before  he  found  the 
infamous  diversion  memo,  he  brought  note-takers  and  witnesses  along  for  all  his  interviews. 
But  in  the  days  afterward,  he  met  the  principals  alone  and  took  no  notes.  Has  appeared  several 
times  before  the  grand  jury  investigating  the  Iran  affair. 

Richard  R.  Miller:  A  former  chief  of  public  affairs  at  the  Agency  for  International  Develop- 
ment and  Reagan  campaign  worker,  Miller  worked  with  Gomez  at  IBC.  He  has  admitted 
helping  North  solicit  tax  deductible  contributions  that  were  used  for  a  non-deductible  pur- 
pose: arming  the  Contras.  Miller  pleaded  guilty  to  conspiracy  charges  brought  in  May  by 
Lawrence  Walsh,  the  special  prosecutor. 

Yaacov  Nimrodi:  Former  Israeli  official  in  Iran,  now  an  arms  dealer.  Helped  organize  the  first 
arms  shipments  to  Iran. 

Amiram  Nir:  Adviser  on  terrorism  to  Shimon  Peres  when  Peres  was  the  Israeli  Prime  Minis- 
ter. Seen  by  many  as  the  "Ollie  North  of  Israel."  A  former  journalist,  he  took  over  the 
handling  of  Israel's  arms  deals  with  Iran  from  Kimche  in  early  1986.  Was  main  contact  with 
Ghorbanifar  and  even  flew  to  Tehran  for  the  May  1986  meeting. 

Oliver  L.  North:  The  Marine  lieutenant  colonel  who,  as  a  staff  member  at  the  National 
Security  Council,  coordinated  the  dealings  with  Iran  and  the  Nicaraguan  rebels.  Dismissed 
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in  November  1986.  Testified  that  all  his  activities  had  been  approved  by  superiors  to  whom 
he  reported  regularly.  Although  no  one  explicitly  told  him  so,  he  "assumed"  throughout  that 
the  President  knew  what  he  was  doing.  He  was  at  the  center  of  every  NSC  operation 
uncovered  so  far  and  was  a  charismatic  "can-do"  officer  who  worked  on  terrorism  issues  and 
Central  America. 

Robert  W.  Owen:  A  North  aide  under  contract  with  the  State  Department  who  served  as  the 
colonel's  courier  to  the  Contras  and  described  himself  as  a  "private  foot  soldier"  in  the  Contra 
supply  efforts.  Wrote  North  a  series  of  blistering  letters  about  the  Contra  movement  and  its 
failings. 

John  M.  Poindexter:  The  vice  admiral  who  was  National  Security  Adviser  from  December 
1985  to  November  1986.  Allowed  to  resign  after  investigators  learned  of  the  diversion.  Took 
full  responsibility  for  authorizing  the  diversion  of  Iran  arms  sale  proceeds  to  the  Contras.  Said 
he  had  not  told  the  President  about  the  diversion  to  protect  Reagan  from  political  embarrass- 
ment. Although  praised  throughout  his  Navy  career  as  an  officer  who  had  a  photographic 
memory  and  a  penchant  for  keeping  superiors  informed,  he  told  the  Iran  Committees  repeat- 
edly that  he  could  not  recall  key  events  of  his  tenure  and  kept  vital  information  from  the 
President. 

Ronald  Wilson  Reagan:  President  of  the  United  States.  The  Iran  and  Contra  operations  were 
intended  to  accomplish  two  of  his  most  important  objectives:  keeping  the  Contras  alive  and 
rescuing  the  American  hostages  in  Lebanon.  Uncertainty  remains  about  what  he  approved. 
Reagan  has  insisted  he  knew  nothing  of  the  diversion  of  Iran  arms  profits  to  the  Contra  cause, 
and  the  report  found  no  evidence  to  the  contrary.  But  the  President  has  acknowledged 
supporting  efforts  by  the  NSC  staff  to  aid  the  rebels.  Since  the  Iran-Contra  Affair  became 
public,  Reagan  has  called  North  a  "national  hero"  and  has  faulted  himself  for  becoming  too 
emotionally  involved  in  the  fate  of  the  hostages. 

Donald  T.  Regan:  President  Reagan's  chief  of  staff  until  he  resigned  in  February  1987. 
Testified  he  was  aware  in  general  of  the  Iran  initiative  and  said  he  did  not  know  about  the 
diversion  of  funds  to  the  Contras  until  it  was  publicly  revealed  last  November. 

Glenn  A.  Robinette:  A  private  security  consultant  and  former  CIA  officer.  Installed  a  security 
system  worth  $14,000  at  North's  home,  which  he  said  was  paid  for  by  Secord. 

Felix  I.  Rodriguez:  A  former  CIA  agent  also  known  as  Max  Gomez.  Was  liaison  between 
the  Contra  supply  operation  and  authorities  in  El  Salvador.  Testified  that  he  discussed  the 
secret  Contra  program  with  officials  in  Vice  President  Bush's  office  but  never  with  Mr.  Bush. 

Richard  V.  Secord:  Retired  Air  Force  major  general  hired  by  North  to  direct  the  arms  sales 
and  the  covert  support  of  the  Nicaraguan  rebels.  Repeatedly  denied  he  had  any  interest  in 
profiting  from  what  he  called  "the  Enterprise,"  but  testimony  suggested  that  money  was  being 
set  aside  for  him.  Had  a  dim  view  of  the  CIA,  which  he  said  was  filled  with  "shoe  clerks." 

George  P.  Shultz:  Secretary  of  State.  Testified  that  Poindexter  and  Casey  had  deceived  him 
and  the  President  to  keep  the  Iran  arms  sales  alive.  Denounced  the  efforts  of  the  CIA  and 
the  National  Security  Council  to  run  foreign  policy  and  said  he  had  threatened  to  resign  three 
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times  since  1983.  Many  details  of  Iran  affair  were  kept  from  him  by  White  House.  Some 
Republicans  say  he  should  have  worked  harder  to  stop  arms  sales. 

John  K.  Singlaub:  A  retired  Army  major  general  who  was  a  central  figure  in  the  private  effort 
to  raise  money  to  buy  weapons  for  the  Contras.  Testified  he  did  not  know  that  the  Secord 
operation  was  accumulating  millions  of  dollars  from  the  sale  of  arms.  He  arranged  one  arms 
shipment  of  more  than  $5  million.  His  main  role  was  to  act  as  a  "lightening  rod"  that  could 
draw  public  attention  from  the  North/Secord  operations. 

Lewis  A.  Tambs:  As  U.S.  Ambassador  to  Costa  Rica,  North  directed  him  to  help  open  a 
southern  front  for  the  Contras  after  his  appointment  in  July  1985.  He  understood  North's 
order  actually  came  from  a  group  managing  Central  American  policy  that  consisted  of  North, 
Abrams,  and  Alan  Fiers,  head  of  the  CIA's  Central  America  task  force.  These  three  officials 
denied  his  assertion. 

Caspar  W.  Weinberger:  Secretary  of  Defense.  Thought  his  opposition  to  the  Iran  arms  sales 
had  killed  the  Iran  dealings  in  December  1985  but  found  months  later  that  he  was  wrong. 
Testified  he  had  scoffed  at  the  notion  of  establishing  relations  with  Iranian  "moderates" 
because  there  are  no  moderates.  Has  resigned  because  of  his  wife's  ill  health. 
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List  of  Countries 


A  number  of  foreign  countries  helped  the  United  States  with  various  aspects  of  the  Iran- 
Contra  Affair,  in  almost  all  cases  with  the  understanding  that  their  roles  would  be  kept  secret. 
Trying  to  avoid  embarrassing  them,  the  Committees  did  not  name  them  and  instead  referred 
to  these  countries  by  pre-assigned  numbers — even  though  in  some  cases  the  names  of  the 
countries  were  perfectly  obvious. 

Not  all  of  the  countries  discussed  during  the  hearings  were  mentioned  in  the  final  report, 
so  the  document  uses  only  a  selection  of  the  numbers.  These  include: 


Country  1 
Country  2 
Country  3 
Country  4 
Country  5 
Country  6 
Country  14 
Country  15 
Country  16 
Country  17 


Israel 

Saudi  Arabia 

Taiwan 

China 

South  Korea 

South  Africa 

Guatemala 

Portugal 

Turkey 

Cyprus 
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PREFACE 


Origins  of  This  Report 


On  November  3,  1986,  Al-Shiraa,  a  Lebanese 
weekly,  reported  that  the  United  States  had 
secretly  sold  arms  to  Iran.  Subsequent  re- 
ports claimed  that  the  purpose  of  the  sales 
was  to  win  the  release  of  American  hostages 
in  Lebanon.  These  reports  seemed  unbeliev- 
able: Few  principles  of  U.S.  policy  were 
stated  more  forcefully  by  the  Reagan  Ad- 
ministration than  refusing  to  traffic  with  ter- 
rorists or  sell  arms  to  the  Government  of  the 
Ayatollah  Khomeini  of  Iran. 

Although  the  Administration  initially  de- 
nied the  reports,  by  mid-November  it  was 
clear  that  the  accounts  were  true.  The  United 
States  had  sold  arms  to  Iran  and  had  hoped 
thereby  to  gain  the  release  of  American  hos- 
tages in  Lebanon.  However,  even  though  the 
Iranians  received  the  arms,  just  as  many 
Americans  remained  hostage  as  before. 
Three  had  been  freed,  but  three  more  had 
been  taken  during  the  period  of  the  sales. 

There  was  still  another  revelation  to  come: 
on  November  25  the  Attorney  General  an- 
nounced that  proceeds  from  the  Iran  arms 
sales  had  been  "diverted"  to  the  Nicaraguan 
resistance  at  a  time  when  U.S.  military  aid  to 
the  Contras  was  prohibited. 

Iran  and  Nicaragua — twin  thorns  of  U.S. 


foreign  policy  in  the  1980s — were  thus  linked 
in  a  credibility  crisis  that  raised  serious  ques- 
tions about  the  adherence  of  the  Administra- 
tion to  the  Constitutional  processes  of 
Government. 

The  public  and  Members  of  Congress  ex- 
pressed deep  concern  over  the  propriety  and 
legality  of  actions  by  the  staff  of  the  National 
Security  Council  (NSC)  and  other  officers  of 
the  Government  regarding  both  the  arms 
sales  and  the  secret  assistance  to  the  Contras. 

The  issue  of  U.S.  support  for  the  Contras 
was  not  new.  The  President  and  Congress 
had  engaged  in  vigorous  debate  over  the 
proper  course  of  U.S.  policy,  and  Congress 
had  barred  U.S.  support  of  Contra  military 
operations  for  almost  2  years.  Subsequently, 
senior  Administration  officials  had  assured 
Committees  of  Congress  repeatedly  that  the 
Administration  was  abiding  by  the  law. 

The  Iran-Contra  Affair,  as  it  came  to  be 
known,  carried  such  serious  implications  for 
U.S.  foreign  policy,  and  for  the  rule  of  law  in 
a  democracy,  that  the  100th  Congress  deter- 
mined to  undertake  its  own  investigation  of 
the  Affair. 

The  inquiry  formally  began  on  January  6, 
1987,  when  the  Senate,  by  S.  Res.  23,  estab- 


lished  the  Select  Committee  on  Secret  Mili- 
tary Assistance  to  Iran  and  the  Nicaraguan 
Opposition.  The  next  day,  the  House,  by  H. 
Res.  12,  established  the  Select  Committee  to 
Investigate  Covert  Arms  Transactions  with 
Iran.  The  two  Chambers  charged  their  re- 
spective Committees  with  investigating  four 
major  areas:  arms  sales  to  Iran,  the  possible 
diversion  of  funds  to  aid  the  Contras,  viola- 
tions of  Federal  law,  and  the  involvement  of 
the  NSC  staff  in  the  conduct  of  foreign  pol- 
icy. 

The  two  Committees  took  the  unprece- 
dented step  of  merging  their  investigations 
and  hearings  and  sharing  all  the  information 
they  obtained.  The  staffs  of  the  two  Commit- 
tees worked  together  in  reviewing  more  than 
300,000  documents  and  interviewing  or  ex- 
amining more  than  500  witnesses.  The  Com- 
mittees held  40  days  of  joint  public  hearings 
and  several  executive  sessions.  The  two 
Committees  then  decided  to  combine  their 
findings  in  a  joint  Report. 

The  conclusions  in  this  Report  are  based 
on  a  record  marred  by  inconsistent  testi- 
mony and  failure  on  the  part  of  several  wit- 
nesses to  recall  key  matters  and  events. 
Moreover,  a  key  witness — Director  of  Cen- 
tral Intelligence  William  J.  Casey — died,  and 
members  of  the  NSC  staff  shredded  relevant 
contemporaneous  documents  in  the  fall  of 
1986.  Consequently,  objective  evidence  that 
could  have  resolved  the  inconsistencies  and 
overcome  the  failures  of  memory  was  denied 
to  the  Committees — and  to  history. 

Under  the  American  system,  Government 
is  accountable  to  the  people.  A  public  bipar- 


tisan investigation  such  as  this  one  helps  to 
ensure  that  the  principle  of  accountability  is 
enforced  for  all  officials  and  policies.  It 
strengthens  the  national  commitment  to  the 
democratic  values  that  have  guided  the 
United  States  for  two  centuries. 

The  President  cooperated  with  the  investi- 
gation. He  did  not  assert  executive  privilege; 
he  instructed  all  relevant  agencies  to  produce 
their  documents  and  witnesses;  and  he  made 
extracts  available  from  his  personal  diaries, 
although  he  rejected  the  Committees'  re- 
quest to  refer  to  those  entries  in  this  Report 
on  the  ground  that  he  did  not  wish  to  estab- 
lish a  precedent  for  future  Presidents. 

The  Committees  also  received  unprece- 
dented cooperation  from  a  sovereign  nation, 
the  State  of  Israel.  Although  not  willing  to 
allow  its  officials  to  be  examined,  the  Gov- 
ernment of  Israel  assembled  and  furnished 
the  Committees  with  extensive  materials  and 
information,  including  information  affecting 
its  national  security. 

The  Committees'  investigation  of  the  Iran- 
Contra  Affair  is  not  the  first,  following  as  it 
does  the  findings  of  the  Senate  Select  Com- 
mittee on  Intelligence  and  the  President's 
Special  Review  Board  (known  as  the  Tower 
Board);  nor  will  it  be  the  last,  for  the  investi- 
gation of  the  Independent  Counsel  assigned 
to  this  matter  continues. 

But  the  Committees  hope  this  Report  will 
make  a  contribution  by  helping  to  explain 
what  happened  in  the  Iran-Contra  Affair, 
and  by  helping  to  restore  the  public's  confi- 
dence in  this  Nation's  Constitutional  system 
of  Government. 


SECTION 


THE  REPORT 


PART 


EXECUTIVE 
SUMMARY 


The  full  story  of  the  Iran-Contra  Affair  is 
complicated,  and,  for  this  Nation,  pro- 
foundly sad.  In  the  narrative  portion  of  this 
Report,  the  Committees  present  a  compre- 
hensive account  of  the  facts,  based  on  10 
months  of  investigation,  including  1 1  weeks 
of  hearings. 

But  the  facts  alone  do  not  explain  how  or 
why  the  events  occurred.  In  this  Executive 
Summary,  the  Committees  focus  on  the  key 
issues  and  offer  their  conclusions.  Minority, 
supplemental,  and  additional  views  are 
printed  in  Section  II  and  Section  III. 


SUMMARY  OF  THE  FACTS 

The  Iran-Contra  Affair  had  its  origin  in  two 
unrelated  revolutions  in  Iran  and  Nicaragua. 


In  Nicaragua,  the  long-time  President, 
General  Anastasio  Somoza  Debayle,  was 
overthrown  in  1979  and  replaced  by  a  Gov- 
ernment controlled  by  Sandinista  leftists. 

In  Iran,  the  pro- Western  Government  of 
the  Shah  Mohammed  Riza  Pahlavi  was  over- 
thrown in  1979  by  Islamic  fundamentalists 
led  by  the  Ayatollah  Khomeini.  The 
Khomeini  Government,  stridently  anti- 
American,  became  a  supporter  of  terrorism 
against  American  citizens. 


Nicaragua 

United  States  policy  following  the  revolution 
in  Nicaragua  was  to  encourage  the  San- 
dinista Government  to  keep  its  pledges  of 
pluralism  and  democracy.  However,  the  San- 
dinista  regime   became   increasingly   anti- 
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American  and  autocratic;  began  to  aid  a  lef- 
tist insurgency  in  El  Salvador;  and  turned 
toward  Cuba  and  the  Soviet  Union  for  politi- 
cal, military,  and  economic  assistance.  By 
December  1981,  the  United  States  had  begun 
supporting  the  Nicaraguan  Contras,  armed 
opponents  of  the  Sandinista  regime. 

The  Central  Intelligence  Agency  (CIA) 
was  the  U.S.  Government  agency  that  as- 
sisted the  Contras.  In  accordance  with  Presi- 
dential decisions,  known  as  Findings,  and 
with  funds  appropriated  by  Congress,  the 
CIA  armed,  clothed,  fed,  and  supervised  the 
Contras.  Despite  this  assistance,  the  Contras 
failed  to  win  widespread  popular  support  or 
military  victories  within  Nicaragua. 

Although  the  President  continued  to  favor 
support  of  the  Contras,  opinion  polls  in- 
dicated that  a  majority  of  the  public  was  not 
supportive.  Opponents  of  the  Administra- 
tion's policy  feared  that  U.S.  involvement 
with  the  Contras  would  embroil  the  United 
States  in  another  Vietnam.  Supporters  of  the 
policy  feared  that,  without  U.S.  support  for 
the  Contras,  the  Soviets  would  gain  a  danger- 
ous toehold  in  Central  America. 

Congress  prohibited  Contra  aid  for  the 
purpose  of  overthrowing  the  Sandinista  Gov- 
ernment in  fiscal  year  1983,  and  limited  all 
aid  to  the  Contras  in  fiscal  year  1984  to  $24 
million.  Following  disclosure  in  March  and 
April  1984  that  the  CIA  had  a  role  in  con- 
nection with  the  mining  of  the  Nicaraguan 
harbors  without  adequate  notification  to 
Congress,  public  criticism  mounted  and  the 
Administration's  Contra  policy  lost  much  of 
its  support  within  Congress.  After  further 
vigorous  debate,  Congress  exercised  its  Con- 
stitutional power  over  appropriations  and 
cut  off  all  funds  for  the  Contras'  military  and 
paramilitary  operations.  The  statutory  provi- 
sion cutting  off  funds,  known  as  the  Boland 


Amendment,  was  part  of  a  fiscal  year  1985 
omnibus  appropriations  bill,  and  was  signed 
into  law  by  the  President  on  October  12, 
1984. 

Still,  the  President  felt  strongly  about  the 
Contras,  and  he  ordered  his  staff,  in  the 
words  of  his  National  Security  Adviser,  to 
find  a  way  to  keep  the  Contras  "body  and 
soul  together."  Thus  began  the  story  of  how 
the  staff  of  a  White  House  advisory  body,  the 
NSC,  became  an  operational  entity  that  se- 
cretly ran  the  Contra  assistance  effort,  and 
later  the  Iran  initiative.  The  action  officer 
placed  in  charge  of  both  operations  was  Lt. 
Col.  Oliver  L.  North. 

Denied  funding  by  Congress,  the  Presi- 
dent turned  to  third  countries  and  private 
sources.  Between  June  1984  and  the  begin- 
ning of  1986,  the  President,  his  National  Se- 
curity Adviser,  and  the  NSC  staff  secretly 
raised  $34  million  for  the  Contras  from  other 
countries.  An  additional  $2.7  million  was 
provided  for  the  Contras  during  1985  and 
1986  from  private  contributors,  who  were 
addressed  by  North  and  occasionally 
granted  photo  opportunities  with  the  Presi- 
dent. In  the  middle  of  this  period,  Assistant 
Secretary  of  State  A.  Langhorne  Motley — 
from  whom  these  contributions  were  con- 
cealed— gave  his  assurance  to  Congress  that 
the  Administration  was  not  "soliciting  and/ 
or  encouraging  third  countries"  to  give  funds 
to  the  Contras  because,  as  he  conceded,  the 
Boland  Amendment  prohibited  such  solici- 
tation. 

The  first  contributions  were  sent  by  the 
donors  to  bank  accounts  controlled  and  used 
by  the  Contras.  However,  in  July  1985, 
North  took  control  of  the  funds  and — with 
the  support  of  two  National  Security  Advis- 
ers (Robert  McFarlane  and  John  Poindex- 
ter)    and,    according    to    North,    Director 
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Casey — used  those  funds  to  run  the  covert 
operation  to  support  the  Contras. 

At  the  suggestion  of  Director  Casey, 
North  recruited  Richard  V.  Secord,  a  retired 
Air  Force  Major  General  with  experience  in 
special  operations.  Secord  set  up  Swiss  bank 
accounts,  and  North  steered  future  dona- 
tions into  these  accounts.  Using  these  funds, 
and  funds  later  generated  by  the  Iran  arms 
sales,  Secord  and  his  associate,  Albert 
Hakim,  created  what  they  called  "the  Enter- 
prise," a  private  organization  designed  to  en- 
gage in  covert  activities  on  behalf  of  the 
United  States. 

The  Enterprise,  functioning  largely  at 
North's  direction,  had  its  own  airplanes,  pi- 
lots, airfield,  operatives,  ship,  secure  com- 
munications devices,  and  secret  Swiss  bank 
accounts.  For  16  months,  it  served  as  the 
secret  arm  of  the  NSC  staff,  carrying  out 
with  private  and  non-appropriated  money, 
and  without  the  accountability  or  restric- 
tions imposed  by  law  on  the  CIA,  a  covert 
Contra  aid  program  that  Congress  thought  it 
had  prohibited. 

Although  the  CIA  and  other  agencies  in- 
volved in  intelligence  activities  knew  that  the 
Boland  Amendment  barred  their  involve- 
ment in  covert  support  for  the  Contras, 
North's  Contra  support  operation  received 
logistical  and  tactical  support  from  various 
personnel  in  the  CIA  and  other  agencies. 
Certain  CIA  personnel  in  Central  America 
gave  their  assistance.  The  U.S.  Ambassador 
in  Costa  Rica,  Lewis  Tambs,  provided  his 
active  assistance.  North  also  enlisted  the  aid 
of  Defense  Department  personnel  in  Central 
America,  and  obtained  secure  communica- 
tions equipment  from  the  National  Security 
Agency.  The  Assistant  Secretary  of  State 
with  responsibility  for  the  region,  Elliott 
Abrams,  professed  ignorance  of  this  support. 


He  later  stated  that  he  had  been  "careful  not 
to  ask  North  lots  of  questions." 

By  Executive  Order  and  National  Security 
Decision  Directive  issued  by  President  Rea- 
gan, all  covert  operations  must  be  approved 
by  the  President  personally  and  in  writing. 
By  statute,  Congress  must  be  notified  about 
each  covert  action.  The  funds  used  for  such 
actions,  like  all  government  funds,  must  be 
strictly  accounted  for. 

The  covert  action  directed  by  North,  how- 
ever, was  not  approved  by  the  President  in 
writing.  Congress  was  not  notified  about  it. 
And  the  funds  to  support  it  were  never  ac- 
counted for.  In  short,  the  operation  func- 
tioned without  any  of  the  accountability 
required  of  Government  activities.  It  was  an 
evasion  of  the  Constitution's  most  basic 
check  on  Executive  action — the  power  of  the 
Congress  to  grant  or  deny  funding  for  Gov- 
ernment programs. 

Moreover,  the  covert  action  to  support  the 
Contras  was  concealed  from  Congress  and 
the  public.  When  the  press  reported  in  the 
summer  of  1985  that  the  NSC  staff  was  en- 
gaged in  raising  money  and  furnishing  mili- 
tary support  to  the  Contras,  the  President 
assured  the  public  that  the  law  was  being 
followed.  His  National  Security  Adviser, 
Robert  C.  McFarlane,  assured  Committees 
of  Congress,  both  in  person  and  in  writing, 
that  the  NSC  staff  was  obeying  both  the 
spirit  and  the  letter  of  the  law,  and  was  nei- 
ther soliciting  money  nor  coordinating  mili- 
tary support  for  the  Contras. 

A  year  later,  McFarlane's  successor,  Vice 
Admiral  John  M.  Poindexter,  repeated  these 
assurances  to  Congressional  Committees. 
Then,  with  Poindexter's  blessing,  North  told 
the  House  Intelligence  Committee  he  was  in- 
volved neither  in  fundraising  for,  nor  in  pro- 
viding military  advice  to,  the  Contras. 
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When  one  of  Secord's  planes  was  shot 
down  over  Nicaragua  on  October  5,  1986, 
the  President  and  several  administration 
spokesmen  assured  the  public  that  the  U.S. 
Government  had  no  connection  with  the 
flight  or  the  captured  American  crew  mem- 
ber, Eugene  Hasenfus.  Several  senior  Gov- 
ernment officials,  including  Elliott  Abrams, 
gave  similar  assurances  to  Congress. 

Two  months  later,  McFarlane  told  Con- 
gressional Committees  that  he  had  no  knowl- 
edge of  contributions  made  by  a  foreign 
country,  Country  2  [Saudi  Arabia],  to  the 
Contras,  when  in  fact  McFarlane  and  the 
President  had  discussed  and  welcomed  $32 
million  in  contributions  from  that  country. 
In  addition,  Abrams  initially  concealed  from 
Congress — in  testimony  given  to  several 
Committees — that  he  had  successfully  solic- 
ited a  contribution  of  $10  million  from  Bru- 
nei. 

North  conceded  at  the  Committees'  public 
hearings  that  he  had  participated  in  making 
statements  to  Congress  that  were  "false," 
"misleading,"  "evasive  and  wrong." 

During  the  period  when  the  Administra- 
tion was  denying  to  Congress  that  it  was  in- 
volved in  supporting  the  Contras'  war  effort, 
it  was  engaged  in  a  campaign  to  alter  public 
opinion  and  change  the  vote  in  Congress  on 
Contra  aid.  Public  funds  were  used  to  con- 
duct public  relations  activities;  and  certain 
NSC  staff  members,  using  the  prestige  of  the 
White  House  and  the  promise  of  meetings 
with  the  President,  helped  raise  private  do- 
nations both  for  media  campaigns  and  for 
weapons  to  be  used  by  the  Contras. 

Pursuant  to  a  Presidential  directive  in 
1983  the  Administration  adopted  a  "public 
diplomacy"  program  to  promote  the  Presi- 
dent's Central  American  policy.  The  pro- 
gram was  conducted  by  an  office  in  the  State 


Department  known  as  the  Office  for  Public 
Diplomacy  for  Latin  America  and  the  Carib- 
bean (S/LPD).  S/LPD's  activities  were 
coordinated  not  within  the  State  Depart- 
ment, but  by  an  interagency  working  group 
established  by  the  NSC.  The  principal  NSC 
staff  officer  was  a  former  senior  CIA  official, 
with  experience  in  covert  operations,  who 
had  been  detailed  to  the  NSC  staff  for  a  year 
with  Casey's  approval,  and  who  upon  retire- 
ment from  the  CIA  became  a  Special  Assist- 
ant to  the  President  with  responsibility  for 
public  diplomacy  matters. 

S/LPD  produced  and  widely  disseminated 
a  variety  of  pro-Contra  publications  and  ar- 
ranged speeches  and  press  conferences.  It 
also  disseminated  what  one  official  termed 
"white  propaganda":  pro-Contra  newspaper 
articles  by  paid  consultants  who  did  not  dis- 
close their  connection  to  the  Administration. 
Moreover,  under  a  series  of  sole  source  con- 
tracts in  1985  and  1986,  S/LPD  paid  more 
than  $400,000  for  pro-Contra  public  rela- 
tions work  to  International  Business  Com- 
munications (IBC),  a  company  owned  by 
Richard  Miller,  whose  organization  was  de- 
scribed by  one  White  House  representative 
as  a  "White  House  outside  the  White 
House." 

The  Administration,  like  Members  of 
Congress,  may  appeal  directly  to  the  people 
for  support  of  its  positions;  and  government 
agencies  may  legitimately  disseminate  infor- 
mation and  educational  materials  to  the  pub- 
lic. However,  by  law  appropriated  funds  may 
not  be  used  to  generate  propaganda  "de- 
signed to  influence  a  Member  of  Congress;" 
and  by  law,  as  interpreted  by  the  Office  of  the 
Comptroller  General,  appropriated  funds 
may  not  be  used  by  the  State  Department  for 
"covert"  propaganda  activities.  A  GAO  re- 
port concluded  that  S/LPD's  white  propa- 
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ganda  activities  violated  the  ban  on  arrang- 
ing "covert  propaganda." 

Private  funds  were  also  used.  North  and 
Miller  helped  Carl  R.  "Spitz"  Channell  raise 
$10  million,  most  of  which  went  to  Chan- 
nell's  tax-exempt  organization,  the  National 
Endowment  for  the  Preservation  of  Liberty 
("NEPL").  They  arranged  numerous  "brief- 
ings" at  the  White  House  complex  on  Cen- 
tral America  by  Administration  officials  for 
groups  of  potential  contributors.  Following 
these  briefings,  Channell  reconvened  the 
groups  at  the  Hay-Adams  Hotel,  and  made 
a  pitch  for  tax-deductible  contributions  to 
NEPL's  Central  America  "public  educa- 
tion" program  or,  in  some  individual  cases, 
for  weapons.  Channell's  major  contributors 
were  given  private  briefings  by  North,  and 
were  afforded  private  visits  and  photo  ses- 
sions with  the  President.  On  one  occasion, 
President  Reagan  participated  in  a  briefing. 

Using  the  donated  money,  Channell  ran  a 
series  of  television  advertisements  in  1985 
and  1986,  some  of  which  were  directed  at 
television  markets  covering  the  home  dis- 
tricts of  Congressmen  considered  to  be 
"swing"  votes  on  Contra  aid.  One  series  of 
advertisements  was  used  to  attack  Congress- 
man Mike  Barnes,  a  principal  opponent  of 
Contra  aid,  and  one  of  the  Congressmen  to 
whom  Administration  officials  had  denied 
violating  the  Boland  Amendment  in  Septem- 
ber of  1985.  Channell  later  boasted  to  North 
that  he  had  "participated  in  a  campaign  to 
ensure  Congressman  Barnes'  defeat." 

Of  the  $10  million  raised  by  North,  Chan- 
nell and  Miller,  more  than  $1  million  was 
used  for  pro-Contra  publicity.  Approxi- 
mately $2.7  million  was  sent  through  IBC 
and  off-shore  accounts  of  another  Miller- 
controlled  company  to  Secord's  Swiss  ac- 
counts, or  to  Calero's  account  in  Miami. 


Most  of  the  remainder  was  spent  on  salaries 
and  expenses  for  Channell,  Miller  and  their 
business  associates. 

NEPL's  charter  did  not  contemplate  rais- 
ing funds  for  a  covert  war  in  Nicaragua,  and 
the  Internal  Revenue  Service  never  approved 
such  activity  when  NEPL  was  granted  ex- 
empt status.  As  a  consequence,  Channell  and 
Miller  have  each  pleaded  guilty  to  the  crime 
of  conspiring  to  defraud  the  United  States 
Treasury  of  revenues  "by  subverting  and  cor- 
rupting the  lawful  purposes  of  NEPL." 
Channell  named  North  as  a  co-conspirator. 

In  private  fundraising,  as  in  the  "white 
propaganda"  campaign,  the  goal  of  support- 
ing the  Contras  was  allowed  to  override  sen- 
sitivity to  law  and  to  accepted  norms  of 
behavior. 


Iran 

The  NSC  staff  was  already  engaged  in  covert 
operations  through  Secord  when,  in  the  sum- 
mer of  1985,  the  Government  of  Israel  pro- 
posed that  missiles  be  sold  to  Iran  in  return 
for  the  release  of  seven  American  hostages 
held  in  Lebanon  and  the  prospect  of  im- 
proved relations  with  Iran.  The  Secretaries 
of  State  and  Defense  repeatedly  opposed 
such  sales  to  a  government  designated  by  the 
United  States  as  a  supporter  of  international 
terrorism.  They  called  it  a  straight  arms-for- 
hostages  deal  that  was  contrary  to  U.S.  pub- 
lic policy.  They  also  argued  that  these  sales 
would  violate  the  Arms  Export  Control  Act, 
as  well  as  the  U.S.  arms  embargo  against 
Iran.  The  embargo  had  been  imposed  after 
the  taking  of  hostages  at  the  U.S.  Embassy  in 
Tehran  on  November  4,  1979,  and  was  con- 
tinued because  of  the  Iran-Iraq  war. 

Nevertheless,  in  the  summer  of  1985  the 
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President  authorized  Israel  to  proceed  with 
the  sales.  The  NSC  staff  conducting  the  Con- 
tra covert  action  also  took  operational  con- 
trol of  implementing  the  President's  decision 
on  arms  sales  to  Iran.  The  President  did  not 
sign  a  Finding  for  this  covert  operation,  nor 
did  he  notify  the  Congress. 

Israel  shipped  504  TOW  anti-tank  missiles 
to  Iran  in  August  and  September  1985.  Al- 
though the  Iranians  had  promised  to  release 
most  of  the  American  hostages  in  return, 
only  one,  Reverend  Benjamin  Weir,  was 
freed.  The  President  persisted.  In  November, 
he  authorized  Israel  to  ship  80  HAWK  anti- 
aircraft missiles  in  return  for  all  the  hostages, 
with  a  promise  of  prompt  replenishment  by 
the  United  States,  and  40  more  HAWKs  to 
be  sent  directly  by  the  United  States  to  Iran. 
Eighteen  HAWK  missiles  were  actually 
shipped  from  Israel  in  November  1985,  but 
no  hostages  were  released. 

In  early  December  1985,  the  President 
signed  a  retroactive  Finding  purporting  to 
authorize  the  November  HAWK  transac- 
tion. That  Finding  contained  no  reference  to 
improved  relations  with  Iran.  It  was  a 
straight  arms-for-hostages  Finding.  National 
Security  Adviser  Poindexter  destroyed  this 
Finding  a  year  later  because,  he  testified,  its 
disclosure  would  have  been  politically  em- 
barrassing to  the  President. 

The  November  HAWK  transaction  had 
additional  significance.  The  Enterprise  re- 
ceived a  $1  million  advance  from  the  Israelis. 
North  and  Secord  testified  this  was  for  trans- 
portation expenses  in  connection  with  the 
120  HAWK  missiles.  Since  only  18  missiles 
were  shipped,  the  Enterprise  was  left  with 
more  than  $800,000  in  spare  cash.  North  di- 
rected the  Enterprise  to  retain  the  money 
and  spend  it  for  the  Contras.  The  "diver- 
sion" had  begun. 
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North  realized  that  the  sale  of  missiles  to 
Iran  could  be  used  to  support  the  Contras. 
He  told  Israeli  Defense  Ministry  officials  on 
December  6,  1985,  one  day  after  the  Presi- 
dent signed  the  Finding,  that  he  planned  to 
generate  profits  on  future  arms  sales  for  ac- 
tivities in  Nicaragua. 

On  December  7,  1985,  the  President  and 
his  top  advisers  met  again  to  discuss  the  arms 
sales.  Secretaries  Shultz  and  Weinberger  ob- 
jected vigorously  once  more,  and  Wein- 
berger argued  that  the  sales  would  be  illegal. 
After  a  meeting  in  London  with  an  Iranian 
interlocutor  and  the  Israelis,  McFarlane 
recommended  that  the  sales  be  halted.  Ad- 
miral John  Poindexter  (the  new  National  Se- 
curity Adviser),  and  Director  Casey  were  of 
the  opposite  opinion. 

The  President  decided  to  go  forward  with 
the  arms  sales  to  get  the  hostages  back.  He 
signed  a  Finding  on  January  6,  1986,  author- 
izing more  shipments  of  missiles  for  the  hos- 
tages. When  the  CIA's  General  Counsel 
pointed  out  that  authorizing  Israel  to  sell  its 
U.S. -manufactured  weapons  to  Iran  might 
violate  the  Arms  Export  Control  Act,  the 
President,  on  the  legal  advice  of  the  Attorney 
General,  decided  to  authorize  direct  ship- 
ments of  the  missiles  to  Iran  by  the  United 
States  and  signed  a  new  Finding  on  January 
17,  1986.  To  carry  out  the  sales,  the  NSC 
staff  turned  once  again  to  the  Enterprise. 

Although  North  had  become  skeptical 
that  the  sales  would  lead  to  the  release  of  all 
the  hostages  or  a  new  relationship  with  Iran, 
he  believed  that  the  prospect  of  generating 
funds  for  the  Contras  was  "an  attractive  in- 
centive" for  continuing  the  arms  sales.  No 
matter  how  many  promises  the  Iranians 
failed  to  keep  throughout  this  secret  initia- 
tive, the  arms  sales  continued  to  generate 
funds  for  the  Enterprise,  and  North  and  his 


superior,  Poindexter,  were  consistent  advo- 
cates for  their  continuation.  What  North  and 
Poindexter  asserted  in  their  testimony  that 
they  did  not  know,  however,  was  that  most 
of  these  arms  sales  profits  would  remain  with 
the  Enterprise  and  never  reach  the  Contras. 

In  February  1986,  the  United  States,  act- 
ing through  the  Enterprise,  sold  1,000  TOWs 
to  the  Iranians.  The  U.S.  also  provided  the 
Iranians  with  military  intelligence  about 
Iraq.  All  of  the  remaining  American  hos- 
tages were  supposed  to  be  released  upon 
Iran's  receipt  of  the  first  500  TOWs.  None 
was.  But  the  transaction  was  productive  in 
one  respect.  The  difference  between  what  the 
Enterprise  paid  the  United  States  for  the  mis- 
siles and  what  it  received  from  Iran  was  more 
than  $6  million.  North  directed  part  of  this 
profit  for  the  Contras  and  for  other  covert 
operations.  Poindexter  testified  that  he  au- 
thorized this  "diversion." 

The  diversion,  for  the  Contras  and  other 
covert  activities,  was  not  an  isolated  act  by 
the  NSC  staff.  Poindexter  saw  it  as  "imple- 
menting" the  President's  secret  policy  that 
had  been  in  effect  since  1984  of  using  nonap- 
propriated funds  following  passage  of  the 
Boland  Amendment. 

According  to  North,  CIA  Director  Casey 
saw  the  "diversion"  as  part  of  a  more  grandi- 
ose plan  to  use  the  Enterprise  as  a  "stand- 
alone," "off-the-shelf,"  covert  capacity  that 
would  act  throughout  the  world  while  evad- 
ing Congressional  review.  To  Casey,  Poin- 
dexter, and  North,  the  diversion  was  an 
integral  part  of  selling  arms  to  Iran  and  just 
one  of  the  intended  uses  of  the  proceeds. 

In  May  1986,  the  President  again  tried  to 
sell  weapons  to  get  the  hostages  back.  This 
time,  the  President  agreed  to  ship  parts  for 
HAWK  missiles  but  only  on  condition  that 
all  the  American  hostages  in  Lebanon  be 


released  first.  A  mission  headed  by  Robert 
McFarlane,  the  former  National  Security 
Adviser,  traveled  to  Tehran  with  the  first 
installment  of  the  HAWK  parts.  When  the 
mission  arrived,  McFarlane  learned  that  the 
Iranians  claimed  they  had  never  promised  to 
do  anything  more  than  try  to  obtain  the  hos- 
tages' release.  The  trip  ended  amid  misund- 
erstanding and  failure,  although  the  first 
installment  of  HAWK  parts  was  delivered. 

The  Enterprise  was  paid,  however,  for  all 
of  the  HAWK  parts,  and  realized  more  than 
an  $8  million  profit,  part  of  which  was  ap- 
plied, at  North's  direction,  to  the  Contras. 
Another  portion  of  the  profit  was  used  by 
North  for  other  covert  operations,  including 
the  operation  of  a  ship  for  a  secret  mission. 
The  idea  of  an  off-the-shelf,  stand-alone  cov- 
ert capacity  had  become  operational. 

On  July  26,  1986,  another  American  hos- 
tage, Father  Lawrence  Jenco,  was  released. 
Despite  all  the  arms  sales,  he  was  only  the 
second  hostage  freed,  and  the  first  since  Sep- 
tember 1985.  Even  though  McFarlane  had 
vowed  at  the  Tehran  meeting  not  to  deliver 
the  remainder  of  the  HAWK  parts  until  all 
the  hostages  were  released,  the  Administra- 
tion capitulated  again.  The  balance  of  the 
HAWK  parts  was  shipped  when  Father 
Jenco  was  released. 

In  September  and  October  1986,  the  NSC 
staff  began  negotiating  with  a  new  group  of 
Iranians,  the  "Second  Channel,"  that  Albert 
Hakim  had  opened,  in  part,  through  pro- 
mises of  bribes.  Although  these  Iranians  al- 
legedly had  better  contacts  with  Iranian 
officials,  they,  in  fact,  represented  the  same 
principals  as  did  the  First  Channel  and  had 
the  same  arrangement  in  mind:  missiles  for 
hostages.  Once  again,  the  Administration  in- 
sisted on  release  of  all  the  hostages  but  set- 
tled for  less. 


17 


In  October,  after  a  meeting  in  London, 
North  left  Hakim  to  negotiate  with  the 
Hakim  made  no  secret  of  his  desire  to  make 
large  profits  for  himself  and  General  Secord 
in  the  $15  billion-a-year  Iranian  market  if 
relations  with  the  United  States  could  be  re- 
stored. Thus,  he  had  every  incentive  to  make 
an  agreement,  whatever  concessions  might 
be  required. 

As  an  unofficial  "ambassador"  selected  by 
North  and  Secord,  Hakim  produced  a  re- 
markable nine-point  plan,  subsequently  ap- 
proved by  North  and  Poindexter,  under 
which  the  United  States  would  receive  "one 
and  one  half  hostages  (later  reduced  to 
one).  Under  the  plan,  the  United  States 
agreed  not  only  to  sell  the  Iranians  500  more 
TOWs,  but  Secord  and  Hakim  promised  to 
develop  a  plan  to  induce  the  Kuwaiti  Gov- 
ernment to  release  the  Da'wa  prisoners. 
(Seventeen  Kuwaiti  prisoners,  connected  to 
"al-Dawa,"  an  Iranian  revolutionary  group, 
had  been  convicted  and  imprisoned  for  their 
part  in  the  December  12,  1983,  attacks  in 
Kuwait  on  the  U.S.  Embassy,  a  U.S.  civilian 
compound,  the  French  Embassy,  and  several 
Kuwaiti  Government  facilities.)  The  plan  to 
obtain  the  release  of  the  Da'wa  prisoners  did 
not  succeed,  but  the  TOW  missiles  were  sold 
for  use  by  the  Iranian  Revolutionary  Guard. 
Following  the  transfer  of  these  TOWs,  a 
third  hostage,  David  Jacobsen,  was  released 
on  November  2,  1986,  and  more  profit  was 
generated  for  the  Enterprise. 

Poindexter  testified  that  the  President  ap- 
proved the  nine-point  plan.  But  other  testi- 
mony raises  questions  about  this  assertion. 
Regardless  of  what  Poindexter  may  have 
told  the  President,  Secretary  Shultz  testified 
that  when  he  informed  the  President  on  De- 
cember 14,  1986,  that  the  nine-point  plan 
included  a  promise  about  the  release  of  the 


Da'wa  prisoners  in  Kuwait,  the  President 
reacted  with  shock,  "like  he  had  been  kicked 
in  the  belly." 

During  the  negotiations  with  the  Second 
Channel,  North  and  Secord  told  the  Iranians 
that  the  President  agreed  with  their  position 
that  Iraq's  President,  Saddam  Hussein,  had 
to  be  removed  and  further  agreed  that  the 
United  States  would  defend  Iran  against  So- 
viet aggression.  They  did  not  clear  this  with 
the  President  and  their  representations  were 
flatly  contrary  to  U.S.  policy. 

The  decision  to  designate  private  parties — 
Secord  and  Hakim — to  carry  out  the  arms 
transactions  had  other  ramifications.  First, 
there  was  virtually  no  accounting  for  the 
profits  from  the  arms  deals.  Even  North 
claimed  that  he  did  not  know  how  Secord 
and  Hakim  actually  spent  the  money  com- 
mitted to  their  custody.  The  Committees'  in- 
vestigation revealed  that  of  the  $16.1  million 
profit  from  the  sales  of  arms  to  Iran  only 
about  $3.8  million  went  to  support  the  Con- 
tras  (the  amount  representing  "the  diver- 
sion"). All  told,  the  Enterprise  received 
nearly  $48  million  from  the  sale  of  arms  to 
the  Contras  and  Iran,  and  in  contributions 
directed  to  it  by  North.  A  total  of  $16.5  mil- 
lion was  used  to  support  the  Contras  or  to 
purchase  the  arms  sold  to  (and  paid  for  by) 
the  Contras;  $15.2  million  was  spent  on  Iran; 
Hakim,  Secord,  and  their  associate,  Thomas 
Clines,  took  $6.6  million  in  commissions  and 
other  profit  distributions;  almost  $1  million 
went  for  other  covert  operations  sponsored 
by  North;  $4.2  million  was  held  in  "reserves" 
for  use  in  future  operations;  $1.2  million  re- 
mained in  Swiss  bank  accounts  of  the  Enter- 
prise; and  several  thousand  dollars  were  used 
to  pay  for  a  security  system  at  North's  resi- 
dence. 

Second,  by  permitting  private  parties  to 
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conduct  the  arms  sales,  the  Administration 
risked  losing  control  of  an  important  foreign 
policy  initiative.  Private  citizens — whose 
motivations  of  personal  gain  could  conflict 
with  the  interests  of  this  country — handled 
sensitive  diplomatic  negotiations,  and  pur- 
ported to  commit  the  United  States  to  posi- 
tions that  were  anathema  to  the  President's 
public  policy  and  wholly  unknown  to  the 
Secretary  of  State. 


The  Coverup 

The  sale  of  arms  to  Iran  was  a  "significant 
anticipated  intelligence  activity."  By  law, 
such  an  activity  must  be  reported  to  Con- 
gress "in  a  timely  fashion"  pursuant  to  Sec- 
tion 501  of  the  National  Security  Act.  If  the 
proposal  to  sell  arms  to  Iran  had  been  re- 
ported, the  Senate  and  House  Intelligence 
Committees  would  likely  have  joined  Secre- 
taries Shultz  and  Weinberger  in  objecting  to 
this  initiative.  But  Poindexter  recom- 
mended— and  the  President  decided — not  to 
report  the  Iran  initiative  to  Congress. 

Indeed,  the  Administration  went  to  con- 
siderable lengths  to  avoid  notifying  Con- 
gress. The  CIA  General  Counsel  wrote  on 
January  15,  1986,  "the  key  issue  in  this  entire 
matter  revolves  around  whether  or  not  there 
will  be  reports  made  to  Congress."  Shortly 
thereafter,  the  transaction  was  restructured 
to  avoid  the  pre-shipment  reporting  require- 
ments of  the  Arms  Export  Control  Act,  and 
place  it  within  the  more  limited  reporting 
requirements  of  the  National  Security  Act. 
But  even  these  reporting  requirements  were 
ignored.  The  President  failed  to  notify  the 
group  of  eight  (the  leaders  of  each  party  in 
the  House  and  Senate,  and  the  Chairmen  and 
Ranking  Minority  Members  of  the  Intelli- 


gence Committees)  specified  by  law  for 
unusually  sensitive  operations. 

After  the  disclosure  of  the  Iran  arms  sales 
on  November  3,  1986,  the  American  public 
was  still  not  told  the  facts.  The  President 
sought  to  avoid  any  comment  on  the  ground 
that  it  might  jeopardize  the  chance  of  secur- 
ing the  remaining  hostages'  release.  But  it 
was  impossible  to  remain  silent,  and  inaccu- 
rate statements  followed. 

In  his  first  public  statement  on  the  subject 
on  November  6,  the  President  said  that  the 
reports  concerning  the  arms  sales  had  "no 
foundation."  A  week  later,  on  November  13, 
the  President  conceded  that  the  United 
States  had  sold  arms,  but  branded  as  "utterly 
false"  allegations  that  the  sales  were  in  re- 
turn for  the  release  of  the  hostages.  The  Pres- 
ident also  maintained  that  there  had  been  no 
violations  of  Federal  law. 

At  his  news  conference  on  November  19, 
1986,  he  denied  that  the  United  States  was 
involved  in  the  Israeli  sales  that  occurred 
prior  to  the  January  17,  1986  Finding.  The 
President  was  asked: 

Mr.  President  .  .  .  are  you  telling  us  tonight 
that  the  only  shipments  with  which  we  were 
involved  were  the  one  or  two  that  followed 
your  January  17  Finding  and  that  .  .  .  there 
were  no  other  shipments  which  the  U.S.  con- 
doned? 

The  President  replied: 

That's  right.  I'm  saying  nothing,  but  the  mis- 
siles we  sold. 

And,  on  November  25,  1986,  the  Attorney 
General — with  the  President  at  his  side — 
announced  at  a  press  conference  that  the 
President  did  not  know  of  the  Israeli  ship- 
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ments  until  after  they  had  occurred.  He 
stated  that  the  President  learned  of  the  No- 
vember 1985  HAWK  shipment  in  February 
1986. 

In  fact,  however,  the  Israeli  sales,  includ- 
ing the  HAWK  shipment,  were  implemented 
with  the  knowledge  and  approval  of  the  Pres- 
ident and  his  top  advisers;  and  the  President 
himself  told  Shultz  on  the  day  of  his  press 
conference  that  he  had  known  of  the  Novem- 
ber 1985  shipment  when  it  occurred.  McFar- 
lane,  Poindexter,  and  North  were  intimately 
involved  in  the  Israeli  shipments;  and  the 
CIA  had  actually  transported  one  delivery 
from  Israel  to  Iran. 

While  the  President  was  denying  any  ille- 
gality, his  subordinates  were  engaging  in  a 
coverup.  Several  of  his  advisers  had  ex- 
pressed concern  that  the  1985  sales  violated 
the  Arms  Export  Control  Act,  and  a  "cover 
story"  had  been  agreed  on  if  these  arms  sales 
were  ever  exposed.  After  North  had  three 
conversations  on  November  18,  1986,  about 
the  legal  problems  with  the  1985  Israeli  ship- 
ments, he,  Poindexter,  Casey,  and  McFar- 
lane  all  told  conforming  false  stories  about 
U.S.  involvement  in  these  shipments. 

With  McFarlane's  help,  North  rewrote 
NSC  staff  chronologies  on  November  19  and 
20,  1986,  in  such  a  way  that  they  denied 
contemporaneous  knowledge  by  the  Ad- 
ministration of  Israel's  shipments  to  Iran  in 
1985.  They  asserted  at  one  point  that  the 
U.S.  Government  believed  the  November 
1985  shipment  consisted  of  oil-drilling 
equipment,  not  arms. 

Poindexter  told  Congressional  Commit- 
tees on  November  21,  1986,  that  the  United 
States  had  disapproved  of  the  Israeli  ship- 
ments and  that,  until  the  day  before  his 
briefing,  he  believed  that  Administration  of- 
ficials did  not  know  about  any  of  them  until 


after  they  had  occurred.  He  then  destroyed 
the  only  Finding  signed  by  the  President  that 
showed  the  opposite. 

Casey  told  Congressional  Committees  on 
November  21,  1986,  that  although  a  CIA 
proprietary  airline  had  actually  carried  mis- 
siles to  Iran  from  Israel  in  1985,  the  proprie- 
tary had  been  told  the  cargo  was  "oil-drilling 
equipment." 

McFarlane  told  the  Attorney  General  on 
November  21,  1986,  that  the  Israelis  said 
they  were  shipping  oil-drilling  equipment  in 
November  1985  and  that  McFarlane  did  not 
learn  otherwise  until  May  1986. 

On  learning  that  the  President  had  author- 
ized the  Attorney  General  to  gather  the  rele- 
vant facts,  North  and  Poindexter  shredded 
and  altered  official  documents  on  November 
21,  1986,  and  later  that  weekend.  On  No- 
vember 25,  1986,  North's  secretary  con- 
cealed classified  documents  in  her  clothing 
and,  with  North's  knowledge,  removed  them 
from  the  White  House. 

According  to  North,  a  "fall  guy"  plan  was 
proposed  by  Casey  in  which  North  and,  if 
necessary,  Poindexter,  would  take  the  re- 
sponsibility for  the  covert  Contra  support 
operation  and  the  diversion.  On  Saturday 
November  22,  1986,  in  the  midst  of  these 
efforts  to  conceal  what  had  happened,  Poin- 
dexter had  a  two  and  one  half  hour  lunch 
with  Casey.  Yet  Poindexter  could  not  recall 
anything  that  was  discussed. 

North  testified  that  he  assured  Poindexter 
that  he  had  destroyed  all  documents  relating 
to  the  diversion.  The  diversion  nevertheless 
was  discovered  on  November  22,  1986,  when 
a  Justice  Department  official,  assisting  the 
Attorney  General's  fact-finding  inquiry, 
found  a  "diversion  memorandum"  that  had 
escaped  the  shredder. 

Prior  to  the  discovery  of  the  diversion 
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memorandum,  each  interview  by  the  Attor- 
ney General's  fact  finding  team  had  been 
conducted  in  the  presence  of  two  witnesses, 
and  careful  notes  were  taken  in  accordance 
with  standard  professional  practices.  After 
discovery  of  the  diversion  memorandum — 
which  itself  gave  rise  to  an  inference  of  seri- 
ous wrongdoing — the  Attorney  General 
departed  from  these  standard  practices.  A 
series  of  important  interviews — Poindexter, 
McFarlane,  Casey,  Regan,  and  Bush — was 
conducted  by  the  Attorney  General  alone, 
and  no  notes  were  made. 

The  Attorney  General  then  announced  at 
his  November  25  press  conference  that  the 
diversion  had  occurred  and  that  the  Presi- 
dent did  not  know  of  it.  But  he  made  several 
incorrect  statements  about  his  own  investiga- 
tion. He  stated  that  the  President  had  not 
known  of  the  Israeli  pre-Finding  shipments, 
and  he  stated  that  the  proceeds  of  the  arms 
sales  had  been  sent  directly  from  the  Israelis 
to  the  Contras.  These  statements  were  both 
mistaken  and  inconsistent  with  information 
that  had  been  received  during  the  Attorney 
General's  fact-finding  inquiry. 

Poindexter  testified  to  these  Committees 
that  the  President  did  not  know  of  the  diver- 
sion. North  testified  that  while  he  assumed 
the  President  had  authorized  each  diversion, 
Poindexter  told  him  on  November  21,  1986, 
that  the  President  had  never  been  told  of  the 
diversion. 

In  light  of  the  destruction  of  material  evi- 
dence by  Poindexter  and  North  and  the 
death  of  Casey,  all  of  the  facts  may  never  be 
known.  The  Committees  cannot  even  be  sure 
whether  they  heard  the  whole  truth  or 
whether  Casey's  "fall  guy"  plan  was  carried 
out  at  the  public  hearings.  But  enough  is 
clear  to  demonstrate  beyond  doubt  that  fun- 
damental   processes    of   governance    were 


disregarded  and  the  rule  of  law  was  sub- 
verted. 


FINDINGS  AND  CONCLUSIONS 

The  common  ingredients  of  the  Iran  and 
Contra  policies  were  secrecy,  deception,  and 
disdain  for  the  law.  A  small  group  of  senior 
officials  believed  that  they  alone  knew  what 
was  right.  They  viewed  knowledge  of  their 
actions  by  others  in  the  Government  as  a 
threat  to  their  objectives.  They  told  neither 
the  Secretary  of  State,  the  Congress  nor  the 
American  people  of  their  actions.  When  ex- 
posure was  threatened,  they  destroyed  offi- 
cial documents  and  lied  to  Cabinet  officials, 
to  the  public,  and  to  elected  representatives 
in  Congress.  They  testified  that  they  even 
withheld  key  facts  from  the  President. 

The  United  States  Constitution  specifies 
the  process  by  which  laws  and  policy  are  to 
be  made  and  executed.  Constitutional  pro- 
cess is  the  essence  of  our  democracy  and  our 
democratic  form  of  Government  is  the  basis 
of  our  strength.  Time  and  again  we  have 
learned  that  a  flawed  process  leads  to  bad 
results,  and  that  a  lawless  process  leads  to 
worse. 


Policy  Contradictions  and  Failures 

The  Administration's  departure  from  demo- 
cratic processes  created  the  conditions  for 
policy  failure,  and  led  to  contradictions 
which  undermined  the  credibility  of  the 
United  States. 

The  United  States  simultaneously  pursued 
two  contradictory  foreign  policies — a  public 
one  and  a  secret  one: 
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—  The  public  policy  was  not  to  make  any 
concessions  for  the  release  of  hostages 
lest  such  concessions  encourage  more 
hostage-taking.  At  the  same  time,  the 
United  States  was  secretly  trading  weap- 
ons to  get  the  hostages  back. 

—  The  public  policy  was  to  ban  arms  ship- 
ments to  Iran  and  to  exhort  other  Gov- 
ernments to  observe  this  embargo.  At  the 
same  time,  the  United  States  was  secretly 
selling  sophisticated  missiles  to  Iran  and 
promising  more. 

—  The  public  policy  was  to  improve  rela- 
tions with  Iraq.  At  the  same  time,  the 
United  States  secretly  shared  military  in- 
telligence on  Iraq  with  Iran  and  North 
told  the  Iranians  in  contradiction  to 
United  States  policy  that  the  United 
States  would  help  promote  the  overthrow 
of  the  Iraqi  head  of  government. 

—  The  public  policy  was  to  urge  all  Govern- 
ments to  punish  terrorism  and  to  sup- 
port, indeed  encourage,  the  refusal  of 
Kuwait  to  free  the  Da'wa  prisoners  who 
were  convicted  of  terrorist  acts.  At  the 
same  time,  senior  officials  secretly  en- 
dorsed a  Secord-Hakim  plan  to  permit 
Iran  to  obtain  the  release  of  the  Da'wa 
prisoners. 

—  The  public  policy  was  to  observe  the  "let- 
ter and  spirit"  of  the  Boland  Amend- 
ment's proscriptions  against  military  or 
paramilitary  assistance  to  the  Contras. 
At  the  same  time,  the  NSC  staff  was  se- 
cretly assuming  direction  and  funding  of 
the  Contras'  military  effort. 

—  The  public  policy,  embodied  in  agree- 
ments signed  by  Director  Casey,  was  for 
the  Administration  to  consult  with  the 
Congressional  oversight  committees 
about  covert  activities  in  a  "new  spirit  of 
frankness  and  cooperation."  At  the  same 


time,  the  CIA  and  the  White  House  were 
secretly  withholding  from  those  Com- 
mittees all  information  concerning  the 
Iran  initiative  and  the  Contra  support 
network. 

—  The  public  policy,  embodied  in  Executive 
Order  12333,  was  to  conduct  covert  op- 
erations solely  through  the  CIA  or  other 
organs  of  the  intelligence  community 
specifically  authorized  by  the  President. 
At  the  same  time,  although  the  the  NSC 
was  not  so  authorized,  the  NSC  staff  se- 
cretly became  operational  and  used  pri- 
vate, non-accountable  agents  to  engage 
in  covert  activities. 

These  contradictions  in  policy  inevitably 
resulted  in  policy  failure: 

—  The  United  States  armed  Iran,  including 
its  most  radical  elements,  but  attained 
neither  a  new  relationship  with  that  hos- 
tile regime  nor  a  reduction  in  the  number 
of  American  hostages. 

—  The  arms  sales  did  not  lead  to  a  modera- 
tion of  Iranian  policies.  Moderates  did 
not  come  forward,  and  Iran  to  this  day 
sponsors  actions  directed  against  the 
United  States  in  the  Persian  Gulf  and 
elsewhere. 

—  The  United  States  opened  itself  to  black- 
mail by  adversaries  who  might  reveal  the 
secret  arms  sales  and  who,  according  to 
North,  threatened  to  kill  the  hostages  if 
the  sales  stopped. 

—  The  United  States  undermined  its  credi- 
bility with  friends  and  allies,  including 
moderate  Arab  states,  by  its  public 
stance  of  opposing  arms  sales  to  Iran 
while  undertaking  such  arms  sales  in  se- 
cret. 

—  The  United  States  lost  a  $10  million  con- 
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tribution  to  the  Contras  from  the  Sultan 
of  Brunei  by  directing  it  to  the  wrong 
bank  account — the  result  of  an  improper 
effort  to  channel  that  humanitarian  aid 
contribution  into  an  account  used  for  le- 
thal assistance. 
—  The  United  States  sought  illicit  funding 
for  the  Contras  through  profits  from  the 
secret  arms  sales,  but  a  substantial  por- 
tion of  those  profits  ended  up  in  the  per- 
sonal bank  accounts  of  the  private 
individuals  executing  the  sales — while 
the  exorbitant  amounts  charged  for  the 
weapons  inflamed  the  Iranians  with 
whom  the  United  States  was  seeking  a 
new  relationship. 


Flawed  Policy  Process 

The  record  of  the  Iran-Contra  Affair  also 
shows  a  seriously  flawed  policymaking  pro- 
cess. 


Confusion 

There  was  confusion  and  disarray  at  the 
highest  levels  of  Government. 

—  McFarlane  embarked  on  a  dangerous 
trip  to  Tehran  under  a  complete  misap- 
prehension. He  thought  the  Iranians  had 
promised  to  secure  the  release  of  all  hos- 
tages before  he  delivered  arms,  when  in 
fact  they  had  promised  only  to  seek  the 
hostages'  release,  and  then  only  after  one 
planeload  of  arms  had  arrived. 

—  The  President  first  told  the  Tower  Board 
that  he  had  approved  the  initial  Israeli 
shipments.  Then,  he  told  the  Tower 
Board  that  he  had  not.  Finally,  he  told 


the  Tower  Board  that  he  does  not  know 
whether  he  approved  the  initial  Israeli 
arms  shipments,  and  his  top  advisers  dis- 
agree on  the  question. 
The  President  claims  he  does  not  recall 
signing  a  Finding  approving  the  Novem- 
ber 1985  HAWK  shipment  to  Iran.  But 
Poindexter  testified  that  the  President 
did  sign  a  Finding  on  December  5,  1985, 
approving  the  shipment  retroactively. 
Poindexter  later  destroyed  the  Finding  to 
save  the  President  from  embarassment. 
That  Finding  was  prepared  without  ade- 
quate discussion  and  stuck  in  Poindex- 
ter's  safe  for  a  year;  Poindexter  claimed 
he  forgot  about  it;  the  White  House  as- 
serts the  President  never  signed  it;  and 
when  events  began  to  unravel,  Poindex- 
ter ripped  it  up. 

The  President  and  the  Attorney  General 
told  the  public  that  the  President  did  not 
know  about  the  November  1985  Israeli 
HAWK  shipment  until  February  1986 — 
an  error  the  White  House  Chief  of  Staff 
explained  by  saying  that  the  preparation 
for  the  press  conference  "sort  of  confused 
the  Presidential  mind." 
Poindexter  says  the  President  would 
have  approved  the  diversion,  if  he  had 
been  asked;  and  the  President  says  he 
would  not  have. 

One  National  Security  Adviser  under- 
stood that  the  Boland  Amendment  ap- 
plied to  the  NSC;  another  thought  it  did 
not.  Neither  sought  a  legal  opinion  on  the 
question. 

The  President  incorrectly  assured  the 
American  people  that  the  NSC  staff  was 
adhering  to  the  law  and  that  the  Govern- 
ment was  not  connected  to  the  Hasenfus 
airplane.  His  staff  was  in  fact  conducting 
a  "full  service"  covert  operation  to  sup- 
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port  the  Presidents  which  they  believed 
he  had  authorized. 
—  North  says  he  sent  five  or  six  completed 
memorandums  to  Poindexter  seeking  the 
President's  approval  for  the  diversion. 
Poindexter  does  not  remember  receiving 
any.  Only  one  has  been  found. 


Dishonesty  and  Secrecy 

The  Iran-Contra  Affair  was  characterized  by 
pervasive  dishonesty  and  inordinate  secrecy. 

North  admitted  that  he  and  other  officials 
lied  repeatedly  to  Congress  and  to  the 
American  people  about  the  Contra  covert 
action  and  Iran  arms  sales,  and  that  he  al- 
tered and  destroyed  official  documents. 
North's  testimony  demonstrates  that  he  also 
lied  to  members  of  the  Executive  branch,  in- 
cluding the  Attorney  General,  and  officials 
of  the  State  Department,  CIA  and  NSC. 

Secrecy  became  an  obsession.  Congress 
was  never  informed  of  the  Iran  or  the  Contra 
covert  actions,  notwithstanding  the  require- 
ment in  the  law  that  Congress  be  notified  of 
all  covert  actions  in  a  "timely  fashion." 

Poindexter  said  that  Donald  Regan,  the 
President's  Chief  of  Staff,  was  not  told  of  the 
NSC  staffs  fundraising  activities  because  he 
might  reveal  it  to  the  press.  Secretary  Shultz 
objected  to  third-country  solicitation  in  1984 
shortly  before  the  Boland  Amendment  was 
adopted;  accordingly,  he  was  not  told  that,  in 
the  same  time  period,  the  National  Security 
Adviser  had  accepted  an  $8  million  contribu- 
tion from  Country  2  even  though  the  State 
Department  had  prime  responsibility  for 
dealings  with  that  country.  Nor  was  the  Sec- 
retary of  State  told  by  the  President  in  Feb- 
ruary 1985  that  the  same  country  had 
pledged  another  $24  million — even  though 


the  President  briefed  the  Secretary  of  State 
on  his  meeting  with  the  head  of  state  at 
which  the  pledge  was  made.  Poindexter 
asked  North  to  keep  secrets  from  Casey; 
Casey,  North,  and  Poindexter  agreed  to  keep 
secrets  from  Shultz. 

Poindexter  and  North  cited  fear  of  leaks  as 
a  justification  for  these  practices.  But  the 
need  to  prevent  public  disclosure  cannot  jus- 
tify the  deception  practiced  upon  Members 
of  Congress  and  Executive  branch  officials 
by  those  who  knew  of  the  arms  sales  to  Iran 
and  of  the  Contra  support  network.  The 
State  and  Defense  Departments  deal  each 
day  with  the  most  sensitive  matters  affecting 
millions  of  lives  here  and  abroad.  The  Con- 
gressional Intelligence  Committees  receive 
the  most  highly  classified  information,  in- 
cluding information  on  covert  activities.  Yet, 
according  to  North  and  Poindexter,  even  the 
senior  officials  of  these  bodies  could  not  be 
entrusted  with  the  NSC  staffs  secrets  be- 
cause they  might  leak. 

While  Congress's  record  in  maintaining 
the  confidentiality  of  classified  information  is 
not  unblemished,  it  is  not  nearly  as  poor  or 
perforated  as  some  members  of  the  NSC  staff 
maintained.  If  the  Executive  branch  has  any 
basis  to  suspect  that  any  member  of  the  Intel- 
ligence Committees  breached  security,  it  has 
the  obligation  to  bring  that  breach  to  the 
attention  of  the  House  and  Senate  Leaders — 
not  to  make  blanket  accusations.  Congress 
has  the  capability  and  responsibility  of  pro- 
tecting secrets  entrusted  to  it.  Congress  can- 
not fulfill  its  legislative  responsibilities  if  it  is 
denied  information  because  members  of  the 
Executive  branch,  who  place  their  faith  in  a 
band  of  international  arms  merchants  and 
financiers,  unilaterally  declare  Congress  un- 
worthy of  trust. 

In  the  case  of  the  "secret"  Iran  arms-for- 
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hostages  deal,  although  the  NSC  staff  did  not 
inform  the  Secretary  of  State,  the  Chairman 
of  the  Joint  Chiefs  of  Staff,  or  the  leadership 
of  the  United  States  Congress,  it  was  content 
to  let  the  following  persons  know: 

—  Manucher  Ghorbanifar,  who  flunked 
every  polygraph  test  administered  by  the 
U.S.  Government; 

—  Iranian  officials,  who  daily  denounced 
the  United  States  but  received  an  in- 
scribed Bible  from  the  President; 

—  Officials  of  Iran's  Revolutionary  Guard, 
who  received  the  U.S.  weapons; 

—  Secord  and  Hakim,  whose  personal  inter- 
ests could  conflict  with  the  interests  of 
the  United  States; 

—  Israeli  officials,  international  arms  mer- 
chants, pilots  and  air  crews,  whose  inter- 
ests did  not  always  coincide  with  ours; 
and 

—  An  unknown  number  of  shadowy  inter- 
mediaries and  financiers  who  assisted 
with  both  the  First  and  Second  Iranian 
Channels. 

While  sharing  the  secret  with  this  dispa- 
rate group,  North  ordered  the  intelligence 
agencies  not  to  disseminate  intelligence  on 
the  Iran  initiative  to  the  Secretaries  of  State 
and  Defense.  Poindexter  told  the  Secretary 
of  State  in  May  1986  that  the  Iran  initiative 
was  over,  at  the  very  time  the  McFarlane 
mission  to  Tehran  was  being  launched.  Poin- 
dexter also  concealed  from  Cabinet  officials 
the  remarkable  nine-point  agreement  nego- 
tiated by  Hakim  with  the  Second  Channel. 
North  assured  the  FBI  liaison  to  the  NSC  as 
late  as  November  1986  that  the  United  States 
was  not  bargaining  for  the  release  of  hostages 
but  seizing  terrorists  to  exchange  for  hos- 
tages— a    complete    fabrication.    The    lies, 


omissions,  shredding,  attempts  to  rewrite 
history — all  continued,  even  after  the  Presi- 
dent authorized  the  Attorney  General  to  find 
out  the  facts. 

It  was  not  operational  security  that  moti- 
vated such  conduct — not  when  our  own 
Government  was  the  victim.  Rather,  the 
NSC  staff  feared,  correctly,  that  any  disclo- 
sure to  Congress  or  the  Cabinet  of  the  arms- 
for-hostages  and  arms-for-profit  activities 
would  produce  a  storm  of  outrage. 

As  with  Iran,  Congress  was  misled  about 
the  NSC  staffs  support  for  the  Contras  dur- 
ing the  period  of  the  Boland  Amendment, 
although  the  role  of  the  NSC  staff  was  no 
secret  to  others.  North  testified  that  his  ope- 
ration was  well-known  to  the  press  in  the 
Soviet  Union,  Cuba,  and  Nicaragua.  It  was 
not  a  secret  from  Nicaragua's  neighbors, 
with  whom  the  NSC  staff  communicated 
throughout  the  period.  It  was  not  a  secret 
from  the  third  countries — including  a  totali- 
tarian state — from  whom  the  NSC  staff 
sought  arms  or  funds.  It  was  not  a  secret 
from  the  private  resupply  network  which 
North  recruited  and  supervised.  According 
to  North,  even  Ghorbanifar  knew. 

The  Administration  never  sought  to  hide 
its  desire  to  assist  the  Contras  so  long  as  such 
aid  was  authorized  by  statute.  On  the  con- 
trary, it  wanted  the  Sandinistas  to  know  that 
the  United  States  supported  the  Contras. 
After  enactment  of  the  Boland  Amendment, 
the  Administration  repeatedly  and  publicly 
called  upon  Congress  to  resume  U.S.  assist- 
ance. Only  the  NSC  staffs  Contra  support 
activities  were  kept  under  wraps.  The  Com- 
mittees believe  these  actions  were  concealed 
in  order  to  prevent  Congress  from  learning 
that  the  Boland  Amendment  was  being  cir- 
cumvented. 

It  was  stated  on  several  occasions  that  the 
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confusion,  secrecy  and  deception  surround- 
ing the  aid  program  for  the  Nicaraguan 
freedom  fighters  was  produced  in  part 
by  Congress'  shifting  positions  on  Contra 
aid. 

But  Congress'  inconsistency  mirrored  the 
chameleon-like  nature  of  the  rationale  of- 
fered for  granting  assistance  in  the  first  in- 
stance. Initially,  Congress  was  told  that  our 
purpose  was  simply  to  interdict  the  flow  of 
weapons  from  Nicaragua  into  El  Salvador. 
Then  Congress  was  told  that  our  purpose 
was  to  harass  the  Sandinistas  to  prevent 
them  from  consolidating  their  power  and  ex- 
porting their  revolution.  Eventually,  Con- 
gress was  told  that  our  purpose  was  to 
eliminate  all  foreign  forces  from  Nicaragua, 
to  reduce  the  size  of  the  Sandinista  armed 
forces,  and  to  restore  the  democratic  reforms 
pledged  by  the  Sandinistas  during  the  over- 
throw of  the  Somoza  regime. 

Congress  had  cast  a  skeptical  eye  upon 
each  rationale  proffered  by  the  Administra- 
tion. It  suspected  that  the  Administration's 
true  purpose  was  identical  to  that  of  the  Con- 
tras — the  overthrow  of  the  Sandinista  regime 
itself.  Ultimately  Congress  yielded  to  domes- 
tic political  pressure  to  discontinue  assist- 
ance to  the  Contras,  but  Congress  was 
unwilling  to  bear  responsibility  for  the  loss  of 
Central  America  to  communist  military  and 
political  forces.  So  Congress  compromised, 
providing  in  1985  humanitarian  aid  to  the 
Contras;  and  the  NSC  staff  provided  what 
Congress  prohibited:  lethal  support  for  the 
Contras. 

Compromise  is  no  excuse  for  violation  of 
law  and  deceiving  Congress.  A  law  is  no 
less  a  law  because  it  is  passed  by  a  slender 
majority,  or  because  Congress  is  open- 
minded  about  its  reconsideration  in  the  fu- 
ture. 


Privatization 

The  NSC  staff  turned  to  private  parties  and 
third  countries  to  do  the  Government's  busi- 
ness. Funds  denied  by  Congress  were  ob- 
tained by  the  Administration  from  third 
countries  and  private  citizens.  Activities  nor- 
mally conducted  by  the  professional  intelli- 
gence services — which  are  accountable  to 
Congress — were  turned  over  to  Secord  and 
Hakim. 

The  solicitation  of  foreign  funds  by  an  Ad- 
ministration to  pursue  foreign  policy  goals 
rejected  by  Congress  is  dangerous  and  im- 
proper. Such  solicitations,  when  done 
secretly  and  without  Congressional  authori- 
zation, create  a  risk  that  the  foreign  country 
will  expect  and  demand  something  in  return. 
McFarlane  testified  that  "any  responsible 
official  has  an  obligation  to  acknowledge  that 
every  country  in  the  world  will  see  benefit  to 
itself  by  ingratiating  itself  to  the  United 
States."  North,  in  fact,  proposed  rewarding 
a  Central  American  country  with  foreign  as- 
sistance funds  for  facilitating  arms  shipments 
to  the  Contras.  And  Secord,  who  had  once 
been  in  charge  of  the  U.S.  Air  Force's  foreign 
military  sales,  said  "where  there  is  a  quid, 
there  is  a  quo." 

Moreover,  under  the  Constitution  only 
Congress  can  provide  funds  for  the  Execu- 
tive branch.  The  Framers  intended  Con- 
gress's "power  of  the  purse"  to  be  one  of  the 
principal  checks  on  Executive  action.  It  was 
designed,  among  other  things,  to  prevent  the 
Executive  from  involving  this  country  uni- 
laterally in  a  foreign  conflict.  The  Constitu- 
tional plan  does  not  prohibit  a  President 
from  asking  a  foreign  state,  or  anyone  else,  to 
contribute  funds  to  a  third  party.  But  it  does 
prohibit  such  solicitation  where  the  United 
States  exercises  control  over  their  receipt  and 
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expenditure.  By  circumventing  Congress' 
power  of  the  purse  through  third-country 
and  private  contributions  to  the  Contras,  the 
Administration  undermined  a  cardinal  prin- 
ciple of  the  Constitution. 

Further,  by  turning  to  private  citizens,  the 
NSC  staff  jeopardized  its  own  objectives. 
Sensitive  negotiations  were  conducted  by 
parties  with  little  experience  in  diplomacy, 
and  financial  interests  of  their  own.  The  dip- 
lomatic aspect  of  the  mission  failed — the 
United  States  today  has  no  long-term  rela- 
tionship with  Iran  and  no  fewer  hostages  in 
captivity.  But  the  private  financial  aspect 
succeeded — Secord  and  Hakim  took  $4.4 
million  in  commissions  and  used  $2.2  million 
more  for  their  personal  benefit;  in  addition, 
they  set  aside  reserves  of  over  $4  million  in 
Swiss  bank  accounts  of  the  Enterprise. 

Covert  operations  of  this  Government 
should  only  be  directed  and  conducted  by 
the  trained  professional  services  that  are  ac- 
countable to  the  President  and  Congress. 
Such  operations  should  never  be  delegated, 
as  they  were  here,  to  private  citizens  in  order 
to  evade  Governmental  restrictions. 


Lack  of  Accountability 

The  confusion,  deception,  and  privatization 
which  marked  the  Iran-Contra  Affair  were 
the  inevitable  products  of  an  attempt  to 
avoid  accountability.  Congress,  the  Cabinet, 
and  the  Joint  Chiefs  of  Staff  were  denied  in- 
formation and  excluded  from  the  decision- 
making process.  Democratic  procedures 
were  disregarded. 

Officials  who  make  public  policy  must  be 
accountable  to  the  public.  But  the  public 
cannot  hold  officials  accountable  for  policies 
of  which  the  public  is  unaware.  Policies  that 


are  known  can  be  subjected  to  the  test  of 
reason,  and  mistakes  can  be  corrected  after 
consultation  with  the  Congress  and  delibera- 
tion within  the  Executive  branch  itself.  Poli- 
cies that  are  secret  become  the  private 
preserve  of  the  few,  mistakes  are  inevitably 
perpetuated,  and  the  public  loses  control 
over  Government.  That  is  what  happened  in 
the  Iran-Contra  Affair: 

—  The  President's  NSC  staff  carried  out  a 
covert  action  in  furtherance  of  his  policy 
to  sustain  the  Contras,  but  the  President 
said  he  did  not  know  about  it. 

—  The  President's  NSC  staff  secretly  di- 
verted millions  of  dollars  in  profits  from 
the  Iran  arms  sales  to  the  Contras,  but 
the  President  said  he  did  not  know  about 
it  and  Poindexter  claimed  he  did  not  tell 
him. 

—  The  Chairman  of  the  Joint  Chiefs  of  Staff 
was  not  informed  of  the  Iran  arms  sales, 
nor  was  he  ever  consulted  regarding  the 
impact  of  such  sales  on  the  Iran-Iraq  war 
or  on  U.S.  military  readiness. 

—  The  Secretary  of  State  was  not  informed 
of  the  millions  of  dollars  in  Contra  con- 
tributions solicited  by  the  NSC  staff  from 
foreign  governments  with  which  the 
State  Department  deals  each  day. 

—  Congress  was  told  almost  nothing — and 
what  it  was  told  was  false. 

Deniability  replaced  accountability.  Thus, 
Poindexter  justified  his  decision  not  to  in- 
form the  President  of  the  diversion  on  the 
ground  that  he  wanted  to  give  the  President 
"deniability."  Poindexter  said  he  wanted  to 
shield  the  President  from  political  embar- 
rassment if  the  diversion  became  public. 

This  kind  of  thinking  is  inconsistent  with 
democratic  governance.  "Plausible  denial," 
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an  accepted  concept  in  intelligence  activities, 
means  structuring  an  authorized  covert  ope- 
ration so  that,  if  discovered  by  the  party 
against  whom  it  is  directed,  United  States 
involvement  may  plausibly  be  denied.  That  is 
a  legitimate  feature  of  authorized  covert  op- 
erations. In  no  circumstance,  however,  does 
"plausible  denial"  mean  structuring  an  ope- 
ration so  that  it  may  be  concealed  from — or 
denied  to — the  highest  elected  officials  of  the 
United  States  Government  itself. 

The  very  premise  of  democracy  is  that  "we 
the  people"  are  entitled  to  make  our  own 
choices  on  fundamental  policies.  But  free- 
dom of  choice  is  illusory  if  policies  are  kept, 
not  only  from  the  public,  but  from  its  elected 
representatives. 


Intelligence  Abuses 

Covert  Operations 

As  former  National  Security  Adviser  Robert 
McFarlane  testified,  "it  is  clearly  unwise  to 
rely  on  covert  action  as  the  core  of  our  pol- 
icy." The  Government  cannot  keep  a  policy 
secret  and  still  secure  the  public  support  nec- 
essary to  sustain  it.  Yet  it  was  precisely  be- 
cause the  public  would  not  support  the 
Contra  policy,  and  was  unlikely  to  favor 
arms  deals  with  Iran,  that  the  NSC  staff  went 
underground.  This  was  a  perversion  of  the 
proper  concept  of  covert  operations: 

—  Covert  operations  should  be  conducted 
in  accordance  with  strict  rules  of  ac- 
countability and  oversight.  In  the  mid- 
1970s,  in  response  to  disclosures  of 
abuses  within  the  intelligence  commu- 
nity, the  Government  enacted  a  series  of 
safeguards.  Each  covert  action  was  to  be 


approved  personally  by  the  President, 
funded  by  Congressional  appropriations, 
and  Congress  was  to  be  informed. 

In  the  Iran-Contra  Affair,  these  rules 
were  violated.  The  President,  according 
to  Poindexter,  was  never  informed  of  the 
diversion.  The  President  says  he  knew 
nothing  of  the  covert  action  to  support 
the  Contras,  or  the  companies  funded  by 
non-appropriated  monies  set  up  by 
North  to  carry  out  that  support.  Con- 
gress was  not  notified  of  either  the  Iran 
or  the  Contra  operations. 
Covert  actions  should  be  consistent  with 
publicly  defined  U.S.  foreign  policy  goals. 
Because  covert  operations  are  secret  by 
definition,  they  are  of  course  not  openly 
debated  or  publicly  approved.  So  long  as 
the  policies  which  they  further  are 
known,  and  so  long  as  they  are  conducted 
in  accordance  with  law,  covert  operations 
are  acceptable.  Here,  however,  the  Con- 
tra covert  operation  was  carried  out  in 
violation  of  the  country's  public  policy  as 
expressed  in  the  Boland  Amendment;  and 
the  Iran  covert  operation  was  carried  out 
in  violation  of  the  country's  stated  policy 
against  selling  arms  to  Iran  or  making 
concessions  to  terrorists.  These  were  not 
covert  actions,  they  were  covert  policies; 
and  covert  policies  are  incompatible  with 
democracy. 

Finally,  covert  operations  are  intended  to 
be  kept  from  foreign  powers,  not  from 
the  Congress  and  responsible  Executive 
agencies  within  the  United  States  Gov- 
ernment itself.  As  Clair  George,  CIA  Di- 
rector of  Operations,  testified:  "to  think 
that  because  we  deal  in  lies,  and  overseas 
we  may  lie  and  we  may  do  other  such 
things,  that  therefore  that  gives  you  some 
permission,  some  right  or  some  particu- 
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lar  reason  to  operate  that  way  with  your 
fellow  employees,  I  would  not  only  dis- 
agree with  that  I  would  say  it  would  be 
the  destruction  of  a  secret  service  in  a 
democracy."  In  the  Iran-Contra  Affair, 
secrecy  was  used  to  justify  lies  to  Con- 
gress, the  Attorney  General,  other  Cabi- 
net officers,  and  the  CIA.  It  was  used  not 
as  a  shield  against  our  adversaries,  but  as 
a  weapon  against  our  own  democratic  in- 
stitutions. 

The  NSC  Staff 

The  NSC  staff  was  created  to  give  the  Presi- 
dent policy  advice  on  major  national  security 
and  foreign  policy  issues.  Here,  however,  it 
was  used  to  gather  intelligence  and  conduct 
covert  operations.  This  departure  from  its 
proper  functions  contributed  to  policy  fail- 
ure. 

During  the  Iran  initiative,  the  NSC  staff 
became  the  principal  body  both  for  gathering 
and  coordinating  intelligence  on  Iran  and  for 
recommending  policy  to  the  President.  The 
staff  relied  on  Iranians  who  were  interested 
only  in  buying  arms,  including  Ghorbanifar, 
whom  CIA  officials  regarded  as  a  fabricator. 
Poindexter,  in  recommending  to  the  Presi- 
dent the  sale  of  weapons  to  Iran,  gave  as  one 
of  his  reasons  that  Iraq  was  winning  the  Gulf 
war.  That  assessment  was  contrary  to  the 
views  of  intelligence  professionals  at  the 
State  Department,  the  Department  of  De- 
fense, and  the  CIA,  who  had  concluded  as 
early  as  1983  that  Iran  was  winning  the  war. 
Casey,  who  collaborated  with  North  and 
Poindexter  on  the  Iran  and  Contra  pro- 
grams, also  tailored  intelligence  reports  to 
the  positions  he  advocated.  The  record 
shows  that  the  President  believed  and  acted 
on  these  erroneous  reports. 


Secretary  Shultz  pointed  out  that  the  in- 
telligence and  policy  functions  do  not  mix, 
because  "it  is  too  tempting  to  have  your 
analysis  on  the  selection  of  information  that 
is  presented  favor  the  policy  that  you  are 
advocating."  The  Committees  agree  on  the 
need  to  separate  the  intelligence  and  policy 
functions.  Otherwise,  there  is  too  great  a 
risk  that  the  interpretation  of  intelligence 
will  be  skewed  to  fit  predetermined  policy 
choices. 

In  the  Iran-Contra  Affair,  the  NSC  staff 
not  only  combined  intelligence  and  policy 
functions,  but  it  became  operational  and  con- 
ducted covert  operations.  As  the  CIA  was 
subjected  to  greater  Congressional  scrutiny 
and  regulation,  a  few  Administration  offi- 
cials— including  even  Director  Casey — came 
to  believe  that  the  CIA  could  no  longer  be 
utilized  for  daring  covert  operations.  So  the 
NSC  staff  was  enlisted  to  provide  assistance 
in  covert  operations  that  the  CIA  could  not 
or  would  not  furnish. 

This  was  a  dangerous  misuse  of  the  NSC 
staff.  When  covert  operations  are  conducted 
by  those  on  whom  the  President  relies  to 
present  policy  options,  there  is  no  agency  in 
government  to  objectively  scrutinize,  chal- 
lenge and  evaluate  plans  and  activities. 
Checks  and  balances  are  lost.  The  high  pol- 
icy decisions  confronting  a  President  can 
rarely  be  resolved  by  the  methods  and  tech- 
niques used  by  experts  in  the  conduct  of  cov- 
ert operations.  Problems  of  public  policy 
must  be  dealt  with  through  consultation,  not 
Poindexter's  "compartmentation";  with 
honesty  and  confidentiality,  not  deceit. 

The  NSC  was  created  to  provide  candid 
and  comprehensive  advice  to  the  President. 
It  is  the  judgment  of  these  Committees  that 
the  NSC  staff  should  never  again  engage  in 
covert  operations. 
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Disdain  for  Law 

In  the  Iran-Contra  Affair,  officials  viewed 
the  law  not  as  setting  boundaries  for  their 
actions,  but  raising  impediments  to  their 
goals.  When  the  goals  and  the  law  collided, 
the  law  gave  way: 

—  The  covert  program  of  support  for  the 
Contras  evaded  the  Constitution's  most 
significant  check  on  Executive  power:  the 
President  can  spend  funds  on  a  program 
only  if  he  can  convince  Congress  to  ap- 
propriate the  money. 

When  Congress  enacted  the  Boland 
Amendment,  cutting  off  funds  for  the 
war  in  Nicaragua,  Administration  offi- 
cials raised  funds  for  the  Contras  from 
other  sources — foreign  Governments, 
the  Iran  arms  sales,  and  private  individu- 
als; and  the  NSC  staff  controlled  the  ex- 
penditures of  these  funds  through  power 
over  the  Enterprise.  Conducting  the  cov- 
ert program  in  Nicaragua  with  funding 
from  the  sale  of  U.S.  Government  prop- 
erty and  contributions  raised  by  Govern- 
ment officials  was  a  flagrant  violation  of 
the  Appropriations  Clause  of  the  Consti- 
tution. 

—  In  addition,  the  covert  program  of  sup- 
port for  the  Contras  was  an  evasion  of  the 
letter  and  spirit  of  the  Boland  Amend- 
ment. The  President  made  it  clear  that 
while  he  opposed  restrictions  on  military 
or  paramilitary  assistance  to  the  Contras, 
he  recognized  that  compliance  with  the 
law  was  not  optional.  "[W]hat  I  might 
personally  wish  or  what  our  Government 
might  wish  still  would  not  justify  us  vi- 
olating the  law  of  the  land,"  he  said  in 
1983. 


A  year  later,  members  of  the  NSC  staff 
were  devising  ways  to  continue  support  and 
direction  of  Contra  activities  during  the  pe- 
riod of  the  Boland  Amendment.  What  was 
previously  done  by  the  CIA — and  now  pro- 
hibited by  the  Boland  Amendment — would 
be  done  instead  by  the  NSC  staff. 

The  President  set  the  stage  by  welcoming 
a  huge  donation  for  the  Contras  from  a  for- 
eign Government — a  contribution  clearly  in- 
tended to  keep  the  Contras  in  the  field  while 
U.S.  aid  was  barred.  The  NSC  staff  thereafter 
solicited  other  foreign  Governments  for  mili- 
tary aid,  facilitated  the  efforts  of  U.S.  fun- 
draisers to  provide  lethal  assistance  to  the 
Contras,  and  ultimately  developed  and  di- 
rected a  private  network  that  conducted,  in 
North's  words,  a  "full  service  covert  opera- 
tion" in  support  of  the  Contras. 

This  could  not  have  been  more  contrary  to 
the  intent  of  the  Boland  legislation. 

Numerous  other  laws  were  disregarded: 

—  North's  full-service  covert  operation  was 
a  "significant  anticipated  intelligence  ac- 
tivity" required  to  be  disclosed  to  the  In- 
telligence Committees  of  Congress  under 
Section  501  of  the  National  Security  Act. 
No  such  disclosure  was  made. 

—  By  Executive  order,  a  covert  operation 
requires  a  personal  determination  by  the 
President  before  it  can  be  conducted  by 
an  agency  other  than  the  CIA.  It  requires 
a  written  Finding  before  any  agency  can 
carry  it  out.  In  the  case  of  North's  full- 
service  covert  operation  in  support  of  the 
Contras,  there  was  no  such  personal  de- 
termination and  no  such  Finding.  In  fact, 
the  President  disclaims  any  knowledge  of 
this  covert  action. 

—  False  statements  to  Congress  are  felonies 
if  made  with  knowledge  and  intent.  Sev- 
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eral  Administration  officials  gave  state- 
ments denying  NSC  staff  activities  in 
support  of  the  Contras  which  North  later 
described  in  his  testimony  as  "false,"  and 
"misleading,  evasive,  and  wrong." 

—  The  application  of  proceeds  from  U.S. 
arms  sales  for  the  benefit  of  the  Contra 
war  effort  violated  the  Boland  Amend- 
ment's ban  on  U.S.  military  aid  to  the 
Contras,  and  constituted  a  misappropria- 
tion of  Government  funds  derived  from 
the  transfer  of  U.S.  property. 

—  The  U.S.  Government's  approval  of  the 
pre-Finding  1985  sales  by  Israel  of  arms 
to  the  Government  of  Iran  was  inconsis- 
tent with  the  Government's  obligations 
under  the  Arms  Export  Control  Act. 

—  The  testimony  to  Congress  in  November 
1986  that  the  U.S.  Government  had  no 
contemporaneous  knowledge  of  the  Isra- 
eli shipments,  and  the  shredding  of  docu- 
ments relating  to  the  shipments  while  a 
Congressional  inquiry  into  those  ship- 
ments was  pending,  obstructed  Congres- 
sional investigations. 

—  The  Administration  did  not  make,  and 
clearly  intended  never  to  make,  disclo- 
sure to  the  Intelligence  Committees  of 
the  Finding — later  destroyed — approv- 
ing the  November  1985  HAWK  ship- 
ment, nor  did  it  disclose  the  covert  action 
to  which  the  Finding  related. 

The  Committees  make  no  determination 
as  to  whether  any  particular  individual  in- 
volved in  the  Iran-Contra  Affair  acted  with 
criminal  intent  or  was  guilty  of  any  crime. 
That  is  a  matter  for  the  Independent  Counsel 
and  the  courts.  But  the  Committees  reject 
any  notion  that  worthy  ends  justify  viola- 
tions of  law  by  Government  officials;  and  the 
Committees  condemn  without  reservation 


the  making  of  false  statements  to  Congress 
and  the  withholding,  shredding,  and  altera- 
tion of  documents  relevant  to  a  pending  in- 
quiry. 

Administration  officials  have,  if  anything, 
an  even  greater  responsibility  than  private 
citizens  to  comply  with  the  law.  There  is  no 
place  in  Government  for  law  breakers. 


Congress  and  the  President 

The  Constitution  of  the  United  States  gives 
important  powers  to  both  the  President  and 
the  Congress  in  the  making  of  foreign  policy. 
The  President  is  the  principal  architect  of 
foreign  policy  in  consultation  with  the  Con- 
gress. The  policies  of  the  United  States  can- 
not succeed  unless  the  President  and  the 
Congress  work  together. 

Yet,  in  the  Iran-Contra  Affair,  Adminis- 
tration officials  holding  no  elected  office  re- 
peatedly evidenced  disrespect  for  Congress' 
efforts  to  perform  its  Constitutional  over- 
sight role  in  foreign  policy: 

—  Poindexter  testified,  referring  to  his  ef- 
forts to  keep  the  covert  action  in  support 
of  the  Contras  from  Congress:  "I  simply 
did  not  want  any  outside  interference." 

—  North  testified:  "I  didn't  want  to  tell 
Congress  anything"  about  this  covert  ac- 
tion. 

—  Abrams  acknowledged  in  his  testimony 
that,  unless  Members  of  Congressional 
Committees  asked  "exactly  the  right 
question,  using  exactly  the  right  words, 
they  weren't  going  to  get  the  right  an- 
swers," regarding  solicitation  of  third- 
countries  for  Contra  support. 

—  And  numerous  other  officials  made  false 
statements  to,  and  misled,  the  Congress. 
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Several  witnesses  at  the  hearings  stated  or 
implied  that  foreign  policy  should  be  left 
solely  to  the  President  to  do  as  he  chooses, 
arguing  that  shared  powers  have  no  place  in 
a  dangerous  world.  But  the  theory  of  our 
Constitution  is  the  opposite:  policies  formed 
through  consultation  and  the  democratic 
process  are  better  and  wiser  than  those 
formed  without  it.  Circumvention  of  Con- 
gress is  self-defeating,  for  no  foreign  policy 
can  succeed  without  the  bipartisan  support 
of  Congress. 

In  a  system  of  shared  powers,  decision- 
making requires  mutual  respect  between  the 
branches  of  government. 

The  Committees  were  reminded  by  Secre- 
tary Shultz  during  the  hearings  that  "trust  is 
the  coin  of  the  realm."  Democratic  govern- 
ment is  not  possible  without  trust  between 
the  branches  of  government  and  between  the 
government  and  the  people.  Sometimes  that 
trust  is  misplaced  and  the  system  falters.  But 
for  officials  to  work  outside  the  system  be- 
cause it  does  not  produce  the  results  they 
seek  is  a  prescription  for  failure. 


WHO  WAS  RESPONSIBLE 

Who  was  responsible  for  the  Iran-Contra 
Affair?  Part  of  our  mandate  was  to  answer 
that  question,  not  in  a  legal  sense  (which  is 
the  responsibility  of  the  Independent  Coun- 
sel), but  in  order  to  reaffirm  that  those  who 
serve  the  Government  are  accountable  for 
their  actions.  Based  on  our  investigation,  we 
reach  the  following  conclusions. 

At  the  operational  level,  the  central  figure 
in  the  Iran-Contra  Affair  was  Lt.  Col.  North, 
who  coordinated  all  of  the  activities  and  was 


involved  in  all  aspects  of  the  secret  opera- 
tions. North,  however,  did  not  act  alone. 

North's  conduct  had  the  express  approval 
of  Admiral  John  Poindexter,  first  as  Deputy 
National  Security  Adviser,  and  then  as  Na- 
tional Security  Adviser.  North  also  had  at 
least  the  tacit  support  of  Robert  McFarlane, 
who  served  as  National  Security  Adviser 
until  December  1985. 

In  addition,  for  reasons  cited  earlier,  we 
believe  that  the  late  Director  of  Central  In- 
telligence, William  Casey,  encouraged 
North,  gave  him  direction,  and  promoted  the 
concept  of  an  extra-legal  covert  organiza- 
tion. Casey,  for  the  most  part,  insulated  CIA 
career  employees  from  knowledge  of  what  he 
and  the  NSC  staff  were  doing.  Casey's  pas- 
sion for  covert  operations — dating  back  to 
his  World  War  II  intelligence  days — was 
well  known.  His  close  relationship  with 
North  was  attested  to  by  several  witnesses. 
Further,  it  was  Casey  who  brought  Richard 
Secord  into  the  secret  operation,  and  it  was 
Secord  who,  with  Albert  Hakim,  organized 
the  Enterprise.  These  facts  provide  strong 
reasons  to  believe  that  Casey  was  involved 
both  with  the  diversion  and  with  the  plans 
for  an  "off-the-shelf  covert  capacity. 

The  Committees  are  mindful,  however,  of 
the  fact  that  the  evidence  concerning  Casey's 
role  comes  almost  solely  from  North;  that 
this  evidence,  albeit  under  oath,  was  used  by 
North  to  exculpate  himself;  and  that  Casey 
could  not  respond.  Although  North  told  the 
Committees  that  Casey  knew  of  the  diver- 
sion from  the  start,  he  told  a  different  story 
to  the  Attorney  General  in  November  1986, 
as  did  Casey  himself.  Only  one  other  witness, 
Lt.  Col.  Robert  Earl,  testified  that  he  had 
been  told  by  North  during  Casey's  lifetime 
that  Casey  knew  of  the  diversion. 
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The  Attorney  General  recognized  on  No- 
vember 21,  1986  the  need  for  an  inquiry.  His 
staff  was  responsible  for  finding  the  diversion 
memorandum,  which  the  Attorney  General 
promptly  made  public.  But  as  described  ear- 
lier, his  fact-finding  inquiry  departed  from 
standard  investigative  techniques.  The  At- 
torney General  saw  Director  Casey  hours 
after  the  Attorney  General  learned  of  the 
diversion  memorandum,  yet  he  testified  that 
he  never  asked  Casey  about  the  diversion.  He 
waited  two  days  to  speak  to  Poindexter, 
North's  superior,  and  then  did  not  ask  him 
what  the  President  knew.  He  waited  too  long 
to  seal  North's  offices.  These  lapses  placed  a 
cloud  over  the  Attorney  General's  investiga- 
tion. 

There  is  no  evidence  that  the  Vice  Presi- 
dent was  aware  of  the  diversion.  The  Vice 
President  attended  several  meetings  on  the 
Iran  initiative,  but  none  of  the  participants 
could  recall  his  views. 

The  Vice  President  said  he  did  not  know 
of  the  Contra  resupply  operation.  His  Na- 
tional Security  Adviser,  Donald  Gregg,  was 
told  in  early  August  1986  by  a  former  col- 
league that  North  was  running  the  Contra 
resupply  operation,  and  that  ex-associates 
of  Edwin  Wilson — a  well  known  ex-CIA 
official  convicted  of  selling  arms  to  Libya 
and  plotting  the  murder  of  his  prosecu- 
tors— were  involved  in  the  operation.  Gregg 
testified  that  he  did  not  consider  these  facts 
worthy  of  the  Vice  President's  attention  and 
did  not  report  them  to  him,  even  after  the 
Hasenfus  airplane  was  shot  down  and  the 
Administration  had  denied  any  connection 
with  it. 

The  central  remaining  question  is  the  role 
of  the  President  in  the  Iran-Contra  Affair. 
On  this  critical  point,  the  shredding  of  docu- 


ments by  Poindexter,  North,  and  others,  and 
the  death  of  Casey,  leave  the  record  incom- 
plete. 

As  it  stands,  the  President  has  publicly 
stated  that  he  did  not  know  of  the  diversion. 
Poindexter  testified  that  he  shielded  the  Pres- 
ident from  knowledge  of  the  diversion. 
North  said  that  he  never  told  the  President, 
but  assumed  that  the  President  knew.  Poin- 
dexter told  North  on  November  21,  1986 
that  he  had  not  informed  the  President  of  the 
diversion.  Secord  testified  that  North  told 
him  he  had  talked  with  the  President  about 
the  diversion,  but  North  testified  that  he  had 
fabricated  this  story  to  bolster  Secord's 
morale. 

Nevertheless,  the  ultimate  responsibility 
for  the  events  in  the  Iran-Contra  Affair  must 
rest  with  the  President.  If  the  President  did 
not  know  what  his  National  Security  Advis- 
ers were  doing,  he  should  have.  It  is  his  re- 
sponsibility to  communicate  unambiguously 
to  his  subordinates  that  they  must  keep  him 
advised  of  important  actions  they  take  for 
the  Administration.  The  Constitution  re- 
quires the  President  to  "take  care  that  the 
laws  be  faithfully  executed."  This  charge  en- 
compasses a  responsibility  to  leave  the  mem- 
bers of  his  Administration  in  no  doubt  that 
the  rule  of  law  governs. 

Members  of  the  NSC  staff  appeared  to  be- 
lieve that  their  actions  were  consistent  with 
the  President's  desires.  It  was  the  President's 
policy — not  an  isolated  decision  by  North  or 
Poindexter — to  sell  arms  secretly  to  Iran  and 
to  maintain  the  Contras  "body  and  soul,"  the 
Boland  Amendment  notwithstanding.  To 
the  NSC  staff,  implementation  of  these  poli- 
cies became  the  overriding  concern. 

Several  of  the  President's  advisers  pursued 
a  covert  action  to  support  the  Contras  in 
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disregard  of  the  Boland  Amendment  and  of 
several  statutes  and  Executive  orders  requir- 
ing Congressional  notification.  Several  of 
these  same  advisers  lied,  shredded  docu- 
ments, and  covered  up  their  actions.  These 
facts  have  been  on  the  public  record  for 
months.  The  actions  of  those  individuals  do 
not  comport  with  the  notion  of  a  country 
guided  by  the  rule  of  law.  But  the  President 
has  yet  to  condemn  their  conduct. 

The  President  himself  told  the  public  that 
the  U.S.  Government  had  no  connection  to 
the  Hasenfus  airplane.  He  told  the  public 
that  early  reports  of  arms  sales  for  hostages 
had  "no  foundation."  He  told  the  public  that 
the  United  States  had  not  traded  arms  for 
hostages.  He  told  the  public  that  the  United 
States  had  not  condoned  the  arms  sales  by 
Israel  to  Iran,  when  in  fact  he  had  approved 
them  and  signed  a  Finding,  later  destroyed 
by  Poindexter,  recording  his  approval.  All  of 
these  statements  by  the  President  were 
wrong. 

Thus,  the  question  whether  the  President 
knew  of  the  diversion  is  not  conclusive  on  the 
issue  of  his  responsibility.  The  President 
created  or  at  least  tolerated  an  environment 
where  those  who  did  know  of  the  diversion 
believed  with  certainty  that  they  were  carry- 
ing out  the  President's  policies. 

This  same  environment  enabled  a  secre- 
tary who  shredded,  smuggled,  and  altered 
documents  to  tell  the  Committees  that 
"sometimes  you  have  to  go  above  the  written 


law;"  and  it  enabled  Admiral  Poindexter  to 
testify  that  "frankly,  we  were  willing  to  take 
some  risks  with  the  law."  It  was  in  such  an 
environment  that  former  officials  of  the  NSC 
staff  and  their  private  agents  could  lecture 
the  Committees  that  a  "rightful  cause"  justi- 
fies any  means,  that  lying  to  Congress  and 
other  officials  in  the  executive  branch  itself  is 
acceptable  when  the  ends  are  just,  and  that 
Congress  is  to  blame  for  passing  laws  that 
run  counter  to  Administration  policy.  What 
may  aptly  be  called  the  "cabal  of  the  zealots" 
was  in  charge. 

In  a  Constitutional  democracy,  it  is  not 
true,  as  one  official  maintained,  that  "when 
you  take  the  King's  shilling,  you  do  the 
King's  bidding."  The  idea  of  monarchy  was 
rejected  here  200  years  ago  and  since  then, 
the  law — not  any  official  or  ideology — has 
been  paramount.  For  not  instilling  this  pre- 
cept in  his  staff,  for  failing  to  take  care  that 
the  law  reigned  supreme,  the  President  bears 
the  responsibility. 

Fifty  years  ago  Supreme  Court  Justice 
Louis  Brandeis  observed:  "Our  Government 
is  the  potent,  the  omnipresent  teacher.  For 
good  or  for  ill,  it  teaches  the  whole  people  by 
its  example.  Crime  is  contagious.  If  the  Gov- 
ernment becomes  a  law-breaker,  it  breeds 
contempt  for  law,  it  invites  every  man  to 
become  a  law  unto  himself,  it  invites 
anarchy." 

The  Iran-Contra  Affair  resulted  from  a 
failure  to  heed  this  message. 
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CHAPTER  1 


Introduction: 
Background  on  U.S.- 
Nicaragua Relations 


On  July  17,  1979,  President  Anastasio 
Somoza  Debayle  and  his  family  fled  Nicara- 
gua. A  civil  war  that  had  devastated  the  na- 
tion's economy  and  caused  more  than 
1 30,000  casualties  was  at  an  end,  as  was  the 
autocratic  and  corrupt  43-year  rule  of  the 
Somoza  family.  But  the  battle  for  Nicara- 
gua's future  was  just  beginning. 

The  Sandinistas  were  enormously  popular 
when  they  began  their  rule.  A  Provisional 
Government  of  National  Reconstruction 
was  formed  to  lead  the  country.  At  its  head 
was  a  five-person  directorate  composed  of 
Violetta  Chamorro  (widow  of  the  murdered 
La  Prensa  editor),  Alfonso  Robelo,  Sergio 
Ramirez,  Moises  Hassan,  and  Daniel  Ortega. 
Hassan  and  Ortega  came  from  the  militant 
wing  of  the  Sandinista  Party.  Members  of  the 
18-member  cabinet  and  the  33-member 
council  were  drawn  from  a  broad  spectrum  . 
of  Nicaraguan  public  life.  Though  Nicarag- 
uans  were  generally  satisfied  that  the  new 
Government  represented  the  Somoza  oppo- 
sition, the  United  States  was  not,  pointing  to 
Ortega  and  Hassan  as  left-wing  radicals. 


The  Sandinistas  Take  Over 

The  Sandinistas  set  out  to  court  public  favor 
and  international  support.  They  promised 
free  elections,  a  free  press,  free  enterprise,  an 
independent  judiciary,  and  an  end  to  politi- 
cal oppression. 

Yet,  the  Sandinistas  took  over  television 
and  radio  stations  and  censored  the  newspa- 
per La  Prensa,  which  opposed  repression 
whether  by  the  Sandinistas  or  by  Somoza. 
The  Sandinistas  forced  the  two  moderate 
members  of  Nicaragua's  governing  council, 
Chamorro  and  Robelo,  to  resign,  pressured 
opposition  parties,  continued  political  deten- 
tions, and  expropriated  land.  The  revolution- 
ary party  organization  assumed  the 
functions  of  state.  On  September  19,  1980, 
the  Government  announced  that  it  would 
not  hold  national  elections  until  1985. 

The  United  States  was  ambivalent  about  the  San- 
dinistas at  first.  The  Carter  Administration  gave 
the  new  Government  $39  million  in  emergency 
food  aid,  but  even  as  it  accepted  that  money, 
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Nicaragua's  ties  to  Cuba  and  the  Soviet  Union 
grew  stronger.  U.S.  intelligence  also  found  that 
the  Sandinistas  were  helping  the  Marxist  rebels 
in  El  Salvador.  President  Carter  suspended  the 
aid,  and  as  he  took  office,  President  Reagan 
vowed  that  Nicaragua  would  get  no  more  United 
States  assistance  until  it  was  fully  democratic. 

Concerns  about  Nicaragua's  internal  re- 
pression, its  growing  military  force,  its  ties  to 
the  Soviet  bloc  and  its  support  for  the  Sal- 
vadoran  insurgency  led  the  Administration 
to  consider  ways  to  assist  the  regime's  op- 
ponents, who  came  to  be  known  as  the 
Contras. 


The  Contras 

As  the  Sandinistas  consolidated  their  hold  on 
Nicaragua  in  1979  to  1981,  the  concerns  of 
the  United  States  were  matched  within 
Nicaragua  itself.  In  response,  a  new  Nicarag- 
uan  rebel  movement — anti-Sandinista  "Con- 
tras"— emerged. 

The  Contras  were  not  a  monolithic  group, 
but  a  combination  of  three  distinct  elements 
of  Nicaraguan  society:  former  National 
Guardsmen  and  right-wing  figures  who  had 
fought  for  Somoza  and  against  the  revolu- 
tion; anti-Somocistas  who  had  supported  the 
revolution  but  felt  betrayed  by  the  Sandinista 
Government;  and  Nicaraguans  who  had  av- 
oided direct  involvement  in  the  revolution 
but  opposed  the  Sandinistas'  increasingly 
anti-democratic  regime. 

The   largest   and   most   active   of  these 


groups,  which  later  came  to  be  known  as  the 
Nicaraguan  Democratic  Force  (FDN),  was 
led  by  Adolfo  Calero  Portocarrero.  Calero 
had  been  an  accountant  and  businessman, 
and  had  been  active  in  the  movement  to  oust 
Somoza.  Following  the  liberation,  he  served 
as  the  political  coordinator  of  the  Conserva- 
tive Democratic  Party  and  became  an  out- 
spoken critic  of  the  Sandinista  Government. 
Calero  joined  the  resistance  movement  after 
his  office  and  home  were  attacked  and  he  was 
forced  into  exile. 

Although  Calero  had  opposed  Somoza, 
the  FDN  had  its  roots  in  two  insurgent 
groups  made  up  of  former  National  Guards- 
men who  fled  Nicaragua  after  the  fall  of 
Somoza.  In  1981,  this  branch  of  the  resist- 
ance consisted  of  only  a  few  hundred  men. 

In  addition  to  the  main  force  of  FDN 
fighters  centered  primarily  in  the  northern 
portion  of  the  country,  other  resistance 
forces  became  active  in  other  parts  of  Nicara- 
gua. These  include  several  Indian  groups  op- 
erating along  the  Atlantic  coast  and,  after 
1981,  a  group  formed  by  the  charismatic 
figure  and  former  Sandinista  guerrilla  leader 
and  hero,  Eden  Pastora.  Forces  under  Pas- 
tora,  were  based  along  the  southern  border 
with  Costa  Rica. 

Initial  support  for  the  Nicaraguan  resist- 
ance came  from  another  country  [Argen- 
tina], which  organized  and  supplied 
paramilitary  forces  in  early  1981.  By  the  end 
of  1981,  however,  the  Contras  were  looking 
to  the  United  States  for  their  support.  They 
were  to  find  a  receptive  audience — President 
Reagan. 
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Figure  1-2.    Map  of  Nicaragua 
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CHAPTER  2 


The  NSC  Staff 
Takes  Contra  Policy 
Underground 


In  December  1981,  the  President  author- 
ized a  Central  Intelligence  Agency  (CIA) 
covert  action  program  to  support  the  Con- 
tras.  The  CIA's  activity,  however,  did  not 
remain  covert  for  long:  within  months,  it 
was  the  topic  of  news  reports  and  the  sub- 
ject of  Congressional  debate  questioning  the 
Administration's  policy  in  support  of  the 
Contras.  The  Administration  responded 
that  it  did  not  intend  to  overthrow  the  San- 
dinista  Government  in  Nicaragua,  but 
sought  to  check  the  spread  of  communism 
to  El  Salvador  and  other  nations  in  Central 
America. 

In  1982,  in  the  first  Boland  Amendment, 
Congress  sought  to  enforce  that  claim  by 
barring  the  Administration  from  using  Con- 
gressionally  appropriated  money  for  the 
"purpose"  of  overthrowing  the  Sandinista 
regime.  The  Administration,  although  not 
pleased  with  the  amendment,  nevertheless 
accepted  it,  because  the  amendment  allowed 
the  Administration  to  maintain  support  for 
the  Contras  so  long  as  that  support  had  as  its 
"purpose"  stopping  the  spread  of  the  San- 
dinista revolution  outside  Nicaragua's  bor- 
ders. 

With  the  first  Boland  Amendment,  then, 


came  a  temporary  compromise  between  the 
Administration  and  Congress.  But  it  was  an 
inherently  uneasy  compromise,  based  more 
on  semantics  than  substance:  The  Contras 
were  not  in  the  field  to  stop  Sandinista  arms 
flowing  to  El  Salvador;  they  were  in  the  field 
to  overthrow  the  Sandinistas.  The  Intelli- 
gence Committees  of  Congress,  while  reject- 
ing that  objective,  nevertheless  approved 
CIA  use  of  contingency  reserve  funding  to 
support  the  anti-Sandinistas.  And  the  Ad- 
ministration embraced  the  contradiction  in- 
herent in  the  new  law,  by  emphasizing  that 
U.S.  support  was  aimed  only  at  interdicting 
arms  destined  for  other  Central  American 
Communist  insurgencies. 

During  1983,  press  reports  of  a  "secret" 
CIA  war  in  Nicaragua  led  to  increased  ques- 
tioning in  Congress.  In  July,  the  House  voted 
to  end  all  Contra  aid.  Meanwhile,  in  the 
hopes  of  forestalling  an  aid  cutoff,  the  Ad- 
ministration accepted  an  invitation  by  the 
Senate  Select  Committee  on  Intelligence  to 
clarify  its  intentions  in  pursuing  a  covert  pro- 
gram. Despite  Administration  efforts  to  meet 
those  concerns,  by  the  winter,  the  House  and 
Senate  had  agreed  to  cap  Contra  funding  at 
$24  million,  a  sum  that  both  the  Administra- 
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tion  and  the  Congress  knew  would  not  last 
through  fiscal  1984. 

Nonetheless,  the  Administration  decided 
to  escalate  the  operations  in  Nicaragua. 
When  the  Nicaraguan  harbor  mining  was 
disclosed  in  April,  it  created  a  storm  of  pro- 
test in  Congress  and  around  the  country  and, 
chiefly  as  a  result,  Congress  declined  to  ap- 
propriate more  money  for  the  Contras.  With 
the  CIA  out  of  funds  for  the  Contras,  the 
NSC  staff  took  over  the  program  of  support- 
ing the  Contras.  But  this  time,  the  operation 
was  covert  in  a  new  sense — it  was  concealed 
from  Congress. 

Beginning  in  May  1984,  when  the  CIA- 
appropriated  funds  for  the  Contras  ran  out, 
the  National  Security  Council  (NSC)  staff 
raised  money  for  Contra  military  opera- 
tions from  third  countries  with  the  knowl- 
edge of  the  President,  supervised  the 
Contras'  purchase  of  weapons,  and  pro- 
vided guidance  for  the  Contras'  military 
operations.  The  operational  responsibilities 
fell  largely  to  Lt.  Col.  Oliver  L.  North,  a 
member  of  the  NSC  staff  who  reported  to 
the  National  Security  Adviser,  Robert  C. 
McFarlane,  and  his  deputy,  Vice  Admiral 
John  M.  Poindexter. 

In  October  1984,  the  Congress  passed  and 
the  President  signed  the  second  Boland 
Amendment  prohibiting  the  expenditure  of 
any  available  funds  in  support  of  Contra 
military  operations  by  any  agency  or  entity 
involved  in  intelligence  activities.  Rather 
than  halting  U.S.  support  for  the  Contras, 
the  CIA's  withdrawal  was  treated  as  a  call 
for  the  NSC  staff  to  take  over  the  entire  cov- 
ert operation,  raising  more  money  from  a 
third  country,  arranging  for  arms  purchases, 
and  providing  military  intelligence  and  ad- 
vice. The  NSC  staff  went  operational — and 
underground. 


THE  DECEMBER  1981  FINDING 

In  December  1981,  President  Reagan  signed 
his  first  Finding  specifically  authorizing  cov- 
ert paramilitary  actions  against  the  San- 
dinista  Government  in  Nicaragua.  Under  the 
law,  covert  actions  may  be  initiated  only  by 
a  personal  decision  of  the  President.  A  Find- 
ing is  an  official  document  embodying  that 
decision.  By  signing  a  Finding,  a  President 
not  only  authorizes  action,  but  accepts  re- 
sponsibility for  its  consequences. 

Sponsoring  the  CIA's  new  covert  program 
in  Central  America  was  the  Director  of  Cen- 
tral Intelligence,  William  J.  Casey.  Casey 
was  a  veteran  of  covert  operations,  having 
served  with  the  Office  of  Strategic  Services 
(OSS),  the  predecessor  to  the  CIA,  during 
the  Second  World  War. 

Casey  was  a  firm  believer  in  the  value  of 
covert  operations,  and  took  an  activist,  ag- 
gressive approach  to  his  craft.  In  the  words 
of  the  CIA's  Deputy  Director  of  Operations, 
Clair  George,  "Bill  Casey  was  the  last  great 
buccaneer  from  OSS." 


Pastora  Defects 

Casey  saw  the  opportunity  to  make  military 
headway  against  the  Sandinistas  in  early 
1982,  when  rebel  leader  Eden  Pastora  de- 
fected from  the  ruling  Sandinista  junta.  Pas- 
tora appeared  to  be  an  ideal  candidate  for 
Contra  military  leadership.  Known  to  his 
followers  by  the  nom  de  guerre,  "Coman- 
dante  Zero,"  he  had  been  one  of  the  heroes 
of  the  fight  against  Somoza.  From  1977  to 
1978,  he  served  in  the  Sandinista  National 
Liberation  Front  and  later  held  several  high 
posts  in  the  new  Government  until  his 
abrupt  resignation  in  1981.  In  April  1982, 
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Pastora  organized  the  Sandinista  Revolu- 
tionary Front  (FRS)  and  declared  war  on  the 
Sandinista  Government. 

Although  Pastora  was  a  popular,  charis- 
matic leader  with  the  potential  to  challenge 
the  Sandinistas,  his  geographic  base  pre- 
sented a  problem  for  the  Administration.  He 
insisted  on  operating  in  the  southern  part  of 
Nicaragua.  The  Administration,  however, 
claimed  that  its  only  purpose  in  aiding  the 
Contras  was  to  interdict  arms  flows  to  El 
Salvador,  which  lies  to  the  north  of  Nicara- 
gua. Support  for  Pastora  in  the  South  con- 
tradicted that  claim. 

Casey's  deputy,  Admiral  Bobby  R.  Inman, 
an  intelligence  professional  who  had  headed 
the  National  Security  Agency,  objected  to 
this  broadening  of  the  covert  program.  He 
believed  that  it  was  unsound,  and  unauthor- 
ized by  the  existing  Presidential  Finding.  Yet 
Casey  was  determined  to  proceed.  Inman 
retired  at  the  end  of  June  1982  and  the  CIA 
supported  Pastora  without  any  change  in  the 
Presidential  Finding. 


A  Proposal  for  a  New  Finding 

Pastora's  rebel  group  "developed]  quickly." 
By  July  12,  1982,  Donald  Gregg,  then  head 
of  the  NSC's  Intelligence  Directorate  and  re- 
sponsible for  all  covert  action  projects,  pro- 
posed a  new  draft  Finding  to  keep  pace  with 
Pastora's  developing  operations.  Gregg,  like 
Inman,  believed  that  broad  support  for  Pas- 
tora was  outside  the  scope  of  the  December 
1981  Finding. 

Vice  Admiral  Poindexter,  then  military 
adviser  to  the  National  Security  Adviser, 
disagreed.  In  a  hand-written  note,  Poindex- 
ter stated:  "I  don't  see  this  really  needs  to  be 
approved  since  the  earlier  Finding  covers  it, 


but  maybe  it  would  be  good  to  get  a  confir- 
mation since  we  now  have  a  better  idea  as  to 
where  we  are  going." 


BOLAND  I 

By  the  fall  of  1982,  press  reports  told  of  a 
growing  U.S.  involvement  in  Nicaragua.  Ad- 
ministration spokesmen  responded  by  stat- 
ing that  the  U.S.  Government  was  seeking 
not  to  overthrow  the  Nicaraguan  Govern- 
ment, but  merely  to  prevent  it  from  export- 
ing revolution  to  El  Salvador.  Aid  to  the 
Contras  was  presented  as  an  act  in  defense  of 
El  Salvador,  not  a  hostile  act  against  Nicara- 
gua. 

Congress  soon  began  to  question  this  ex- 
planation. Some  Members  believed  that  the 
Sandinistas  were  trying  to  spread  a  Marxist 
revolution  to  neighboring  states.  They  ar- 
gued that  no  Communist  regime  had  ever 
stepped  down  or  consented  to  free  elections 
and  that  support  for  the  Contras  was  neces- 
sary to  bring  about  democracy  in  Nicaragua. 

Out  of  this  debate  emerged  an  amendment 
to  the  Defense  Appropriations  bill  for  fiscal 
year  1983,  later  known  as  Boland  I.  Intro- 
duced by  Representative  Edward  P.  Boland, 
the  amendment  passed  the  House  by  a  vote 
of  411-0,  and  was  adopted,  in  December 
1982,  by  a  Conference  Committee  of  the 
House  and  Senate.  This  first  Boland  Amend- 
ment prohibited  CIA  use  of  funds  "for  the 
purpose  of  overthrowing  the  Government  of 
Nicaragua." 

In  December  1982,  The  New  York  Times 
reported  intelligence  officials  as  saying  that 
Washington's  "covert  activities  have  ...  be- 
come the  most  ambitious  paramilitary  and 
political  action  operation  mounted  by  the 
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C.I.A.  in  nearly  a  decade.  .  .  .-"  One  month 
later,  in  January  1983,  Senator  Patrick  J. 
Leahy,  accompanied  by  staff  of  the  Senate 
Intelligence  Committee,  visited  Central 
America  to  review  U.S.  intelligence  activities 
related  to  Nicaragua.  His  findings,  supple- 
mented by  followup  Committee  briefings  and 
inquiries,  revealed  that  the  covert  action  pro- 
gram was  "preceding  policy,"  that  it  was 
"growing  beyond  that  which  the  Committee 
had  initially  understood  to  be  its  parame- 
ters," and  that  "there  was  uncertainty  in  the 
executive  branch  about  U.S.  objectives  in 
Nicaragua." 

Questions  about  compliance  with  the  Bo- 
land  Amendment  increased  throughout 
1983.  In  March,  37  House  Members  sent  a 
letter  to  the  President  warning  that  CIA  ac- 
tivities in  Central  America  could  be  violating 
the  law.  In  April,  news  reporters  visiting 
Contra  base  camps  wrote  that  "[t]he  U.S.- 
backed  secret  war  against  Nicaragua's  leftist 
Sandinista  regime  has  spilled  out  of  the  shad- 
ows." 

Challenged  to  defend  the  Administration's 
compliance  with  the  law,  the  President  as- 
serted in  April  that  there  had  been  no  viola- 
tion of  the  Boland  Amendment.  There  would 
be  none,  said  the  President,  because  even  a 
law  he  disagreed  with  had  to  be  observed: 
"We  are  complying  with  the  law,  the  Boland 
Amendment,  which  is  the  law."  "[W]hat  I 
might  personally  wish  or  what  our  govern- 
ment might  wish  still  would  not  justify  us 
violating  the  law  of  the  land."  When  asked  if 
his  Administration  was  doing  anything  to 
overthrow  the  Government  of  Nicaragua,  he 
replied,  "No,  because  that  would  be  violating 
the  law." 

It  soon  became  clear  that  the  President 
had  not  made  the  case  for  the  Administra- 
tion's Contra  support  policy  with  either  the 


Congress  or  the  American  people.  He  was 
not  helped  by  the  Contras'  performance  on 
the  ground.  The  Contras  had  failed  to  win 
either  popular  support  or  military  victories 
in  Nicaragua  and  could  not,  without  both, 
sustain  public  support  in  the  United  States. 


THE  ADMINISTRATION  RESPONDS  TO 
CONGRESSIONAL  UNREST: 
MAY-SEPTEMBER  1983 

White  Propaganda 

In  June  of  1983,  the  Administration  decided 
upon  a  new  method  of  trying  to  win  public 
support  for  the  President's  policy  in  Central 
America.  On  July  1,  1983,  then  National  Se- 
curity Adviser  Clark  announced  that  "the 
President  had  decided  that  the  Administra- 
tion must  increase  our  efforts  in  the  public 
diplomacy  field  to  deepen  the  understanding 
of  the  support  for  our  policies  in  Central 
America." 

As  a  result,  an  office  of  Public  Diplomacy 
for  Latin  American  and  the  Caribbean  (S/ 
LPD)  was  established  in  the  State  Depart- 
ment, headed  by  Otto  Reich,  who  eventually 
was  given  the  rank  of  Ambassador.  The  mis- 
sion of  the  office — public  diplomacy — was  a 
"new,  non-traditional  activity  for  the  United 
States  government,"  according  to  the  State 
Department.  In  fact,  "public  diplomacy" 
turned  out  to  mean  public  relations-lobby- 
ing, all  at  taxpayers'  expense.  The  office  ar- 
ranged speaking  engagements,  published 
pamphlets,  and  sent  materials  to  editorial 
writers.  In  its  campaign  to  persuade  the  pub- 
lic and  Congress  to  support  appropriations 
for  the  Contras,  the  office  used  Government 
employees  and  outside  contractors — includ- 
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ing  Richard  Miller  and  Francis  Gomez  who 
would  later  work  with  North  to  provide 
Contra  assistance. 

A  Deputy  Director  of  S/LPD,  Jonathan 
Miller,  reported  the  office's  success  in  what 
he  labeled  a  "White  Propaganda  Operation," 
which  sought  to  place  op-ed  pieces  in  major 
papers  by  secret  consultants  to  the  office.  By 
Reich's  own  description,  the  office  adopted 
"a  very  aggressive  posture  vis-a-vis  a  some- 
times hostile  press."  It  claimed  that 
"[attacking  the  President  was  no  longer  cost 
free." 

Later,  the  Comptroller  General  would 
find  that  some  of  the  office's  efforts,  in  partic- 
ular Jonathan  Miller's  "White  Propaganda," 
were  "prohibited,  covert  propaganda  activi- 
ties," "beyond  the  range  of  acceptable 
agency  public  information  activities.  ..." 


provided  to  the  Contras  if  the  need  arose. 
The  CIA  would  not  run  afoul  of  any  aid 
ceiling  since  it  had  not  paid  for  the  equip- 
ment. 

By  late  summer,  the  DOD's  General 
Counsel  concluded  that  a  nonreimbursable 
transfer  would  violate  the  Economy  Act,  a 
law  requiring  that  the  DOD  be  reimbursed 
for  the  cost  of  interagency  transfers.  The 
CIA  would  have  to  pay  for  all  items  except 
surplus  equipment.  The  project  was  finally 
terminated  on  February  12,  1985,  after  the 
CIA  had  obtained,  without  cost,  3  surplus 
Cessna  aircraft  and,  at  cost,  10  night  vision 
goggles,  1  night  vision  sight,  and  a  Bushmas- 
ter  cannon. 


The  September  1983  Finding:  A 
New  Rationale  tor  Covert  Aid 


The  CIA  Tries  to  Stockpile 

In  the  summer  of  1983,  while  efforts  were 
underway  at  the  State  Department  to  change 
public  opinion,  the  CIA  began  secret  prepa- 
rations in  the  event  Congress  decided  to  cut 
off  aid  to  the  Contras.  In  that  event,  the 
Agency  planned  to  obtain  equipment  free  of 
charge  from  the  DOD. 

On  July  12,  the  President  directed  that  the 
DOD  provide  enhanced  support  for  the  CIA 
in  its  efforts  to  assist  the  Contras.  One  day 
later,  the  CIA  sent  a  "wish  list"  to  the  DOD, 
requesting  that  $28  million  in  equipment  be 
transferred  to  it,  "free-of-charge."  The  list 
covered  everything  from  medical  supplies  to 
aircraft,  and  included  a  request  for  person- 
nel. The  Joint  Chiefs  of  Staff  proposed  that 
each  of  the  four  services  carry  a  quarter  of 
the  cost  of  these  transfers.  The  equipment 
then  could  be  stockpiled  by  the  CIA  and 


Trying  to  forestall  a  complete  cutoff  of  Con- 
gressional aid,  the  Administration  accepted 
the  Senate  Intelligence  Committee's  pro- 
posal that  it  draft  a  new  Finding  defining  and 
delimiting  the  purposes  of  the  covert  pro- 
gram. By  August,  Director  Casey  had  pre- 
sented the  Committee  with  a  first  draft  and 
later,  in  September,  proceeded  to  "infor- 
mally discuss  the  finding  with  Senator  Gold- 
water  and  other  key  Senators  of  the  SSCI." 
Within  the  Administration,  the  Finding  was, 
as  North  put  it,  "thoroughly  scrubbed"  by 
the  State  Department  and  NSC  staff  as  well 
by  as  the  Justice  Department  and  lawyers 
from  DOD  and  CIA. 

The  new  Finding  also  reflected  a  change  of 
tactics.  Congress  would  not  accept  a  Finding 
broad  enough  to  permit  paramilitary  opera- 
tions conducted  by  U.  S.  citizens.  The  Ad- 
ministration gave  its  assurances  that  aid  for 
paramilitary  operations  would  be  limited  to 
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third-country  nationals.  Casey  told  the  Pres- 
ident that  the  "new  Finding  no  longer  lets  us 
engage  in  PM  [paramilitary  operations]." 

The  new  Finding,  however,  was  not  with- 
out problems.  The  Administration's  stated 
objective  in  supporting  the  Contras  was  now 
to  pressure  the  Sandinistas  into  accepting  a 
treaty  that  had  to  include  free  elections.  If,  as 
the  President  believed,  the  Sandinistas  could 
not  win  such  an  election,  they  would  never 
agree  to  such  a  treaty.  Only  the  prospect  of 
a  military  defeat  would  push  them  toward  a 
negotiating  posture.  Yet,  the  renunciation  of 
a  military  victory  was  the  price  set  by  Con- 
gress for  a  bipartisan  compromise.  The  Find- 
ing thus  contained  within  it  a  paradox  that 
would  haunt  the  Administration's  Nicara- 
gua policy. 


FORCING  THE  ISSUE:  THE  DECEMBER 
FUNDING  CAP  AND  INTENSIFYING 
COVERT  OPERATIONS 

One  day  after  the  September  Finding  was 
briefed  to  the  Intelligence  Committees,  an 
unnamed  Administration  official  was  quoted 
in  The  New  York  Times  explaining  the  ratio- 
nale of  the  new  Finding:  "Yes,  we  are  sup- 
porting the  rebels  until  the  Nicaraguans  stop 
their  subversion,"  an  "approach,"  the  official 
urged,  that  "should  end  the  argument  over 
whether  the  Administration  was  violating  its 
pledge  by  doing  more  than  just  stopping  the 
arms  flow." 

But  Administration  hopes  that  the  Sep- 
tember Finding,  and  its  new  rationale  for 
covert  action,  would  end  the  debate  on  Con- 
tra aid  were  quickly  dashed.  Discussions 
were  held  on  the  House  floor  over  the  advisa- 
bility of  continuing  covert  aid,  and  the  Presi- 


dent took  his  cause  to  the  public  in  his  radio 
addresses.  In  October,  the  House  voted  to 
halt  all  aid  to  paramilitary  groups  fighting 
the  Nicaraguan  Government.  The  Senate, 
however,  wanted  to  continue  aid.  In  early 
December,  the  House  and  Senate  agreed  to  a 
compromise:  A  "cap"  of  $24  million  would 
be  placed  on  Contra  funding,  and  the  CIA 
would  be  barred  from  using  its  contingency 
reserves  to  make  up  any  shortfall. 


The  Decision  to  Bring  the  Situation 
to  a  Head 

Having  survived  the  threat  of  a  total  cutoff  of 
funds  for  the  Contras,  the  Administration 
decided  to  intensify  the  CIA's  covert  activi- 
ties while  funding  still  remained.  Charged  by 
the  new  National  Security  Adviser,  Robert 
McFarlane,  to  prepare  an  "in-depth  review" 
of  the  Administration's  Central  America 
policy,  a  Special  Interagency  Working 
Group  (SIG)  concluded:  "Given  the  distinct 
possibility  that  we  may  be  unable  to  obtain 
additional  funding  in  FY-84  or  FY-85,  our 
objective  should  be  to  bring  the  Nicaragua 
situation  to  a  head  in  1984." 

Even  before  the  decision  had  been  offi- 
cially acknowledged,  plans  had  been  imple- 
mented to  step-up  paramilitary  operations  in 
Central  America.  In  the  fall,  speedboats  car- 
ried out  attacks  against  Sandinista  patrol 
craft  and  fuel  tanks.  By  November,  a  more 
heavily  armed  speedboat  had  been  developed 
for  follow-on  operations. 

At  the  end  of  December,  and  thereafter, 
the  mining  and  other  operations  increased. 
In  early  January,  the  CIA  proposed  attacks 
against  fuel  supply  depots  and  transmission 
lines  along  the  "entire  Pacific  coast  of 
Nicaragua."  On  January  7,  three  magnetic 
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mines  were  placed  in  Sandino  harbor;  on 
February  3,  an  air  attack  destroyed  a  San- 
dinista  "communications  and  naval  arms 
depot";  and  on  February  29,  more  mines 
were  placed  at  Corinto.  By  March  29,  plans 
had  been  made  to  support  an  attack  by  Eden 
Pastora  on  San  Juan  del  Norte;  it  was  hoped 
that  the  attack  would  result  in  the  installa- 
tion of  a  provisional  government. 


The  Role  of  Lt.  Col.  Oliver  North 

At  the  NSC,  Lt.  Col.  Oliver  North  became 
the  liaison  with  the  CIA  in  its  intensified 
covert  effort.  A  graduate  of  the  U.  S.  Naval 
Academy,  he  had  distinguished  himself  on 
the  battlefield  in  Vietnam,  winning  a  Silver 
Star,  a  Bronze  Star,  and  two  Purple  Hearts. 
He  was  assigned  to  the  NSC  in  October  1981, 
where  he  quickly  established  a  reputation 
with  his  superiors  as  a  staffer  who  could  get 
a  job  done. 

North  was  energetic,  articulate,  action- 
oriented,  and  had  a  reputation  for  bypassing 
red  tape.  His  superiors  could  depend  on  him 
not  only  to  carry  out  orders,  but  to  keep 
them  informed.  North  was  a  prodigious 
writer,  often  staying  in  his  office  until  late  at 
night  to  complete  lengthy  papers  or  other 
work. 

As  described  by  a  number  of  his  col- 
leagues, North's  relationship  to  McFarlane 
was  very  close.  With  McFarlane's  rise  to  the 
position  of  National  Security  Adviser,  North 
came  to  play  an  increasingly  large  role  not 
only  in  the  operational  aspects  of  Contra  pol- 
icy, but  also  in  forging  that  policy.  North 
already  had  contacts  in  Central  America 
who  were  pleased  with  his  success.  On  No- 
vember 7,  1983,  John  Hull,  Indiana  native, 
ranch  owner  in  Costa  Rica,  and  Contra  sup- 


porter, wrote  that  "B.G.,"  or  "blood  and 
guts,"  as  North  was  known,  was  to  have  a 
new  boss,  Robert  McFarlane.  Hull  hoped 
this  would  make  North  "more  powerful  as 
we  need  more  like  him." 

North  became  a  strong  advocate  within 
the  NSC  staff  of  intensified  covert  support 
for  the  Contras.  He  was  the  point  of  contact, 
transferring  information  from  the  CIA  to  the 
National  Security  Adviser  for  the  President's 
approval.  For  every  significant,  and  some- 
times insignificant,  operation,  he  provided  a 
memorandum  to  the  National  Security  Ad- 
viser destined  for  the  President.  His  reports 
were  detailed  and  enthusiastic,  his  recom- 
mendations supportive  of  further  operations. 

In  his  new  assignment,  North  looked  to 
Casey  for  guidance.  In  his  words,  Director 
Casey  was  a  "teacher  or  philosophical  men- 
tor" of  sorts,  to  whom  he  looked  for  help  and 
advice  on  a  regular  basis. 


Tension  Between  the  1983  Finding 
and  Intensified  Operations 

In  a  series  of  memorandums  written  between 
October  1983  and  March  1984,  North  re- 
corded the  CIA's  increasing  covert  presence 
in  the  region.  Relatively  minor  operational 
details  were  given  to  the  President,  as  on 
November  4,  when  North  advised  McFar- 
lane to  suggest  an  increase  in  the  number  of 
weapons  supplied  to  the  Contras  by  3,000. 
The  President  approved  the  recommenda- 
tion. North  not  only  sought  approval  for,  but 
also  reported  the  results  of,  various  actions 
proposed  to  him  by  Agency  personnel.  On 
February  3,  he  reported  a  successful  attack 
on  a  Sandinista  communications  and  naval 
arms  depot.  Admiral  Poindexter  penned, 
"Well  done,"  and  checked  North's  recom- 
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mendation    that    the   President    would   be 
briefed. 

In  memoranda  to  McFarlane,  [North] 
proposed  significant  military  actions  against 
the  Sandinistas,  the  details  of  which  cannot 
be  disclosed  for  national  security  reasons, 
but  which  give  substance  to  the  testimony  of 
Clair  George,  CIA  Deputy  Director  for  Op- 
erations, that  North's  ideas  were  often  ex- 
treme, "crazy,"  or  "hairbrained."  The 
memos  reveal  the  same  enthusiasm  for  cov- 
ert paramilitary  operations  that  North 
would  later  bring  to  his  work  as  the  "switch- 
ing point"  for  Contra  support  during  the 
next  2  years. 


The  Money  Begins  to  Run  Out 

By  February  1984,  the  $24  million  ear- 
marked by  Congress  for  the  Contras  was 
being  quickly  depleted.  On  February  13, 
North  wrote  to  McFarlane,  emphasizing  the 
importance  of  obtaining  "relief  from  the 
$24M  ceiling,"  but  recognizing  that 
"[congressional  resistance  on  this  issue  is 
formidable." 


ministration  that  the  mining  had  created. 
The  Administration's  policy  to  bring  the  sit- 
uation "to  a  head"  had  backfired:  the  plan, 
rather  than  attracting  support,  lost  it. 


KEEPING  THE  CONTRAS  TOGETHER: 
SPRING-SUMMER  1984 

The  Administration's  proposal  for  $21  mil- 
lion in  supplemental  assistance  for  the  Con- 
tras now  lay  in  doubt  as  Congress  debated 
the  course  of  U.  S.  policy  in  Central  Amer- 
ica. The  uproar  over  the  mining  incident 
made  any  further  appropriation  unlikely. 
Indeed,  House  Speaker  Thomas  P.  (Tip) 
O'Neill,  Jr.  declared  that,  in  his  view,  the 
President's  funding  request  was  "dead." 

With  or  without  appropriated  funds,  the 
Administration  planned  to  continue  support- 
ing the  Contras.  In  McFarlane's  words,  the 
President  directed  the  NSC  staff  to  keep  the 
Contras  together  "body  and  soul."  In  Poin- 
dexter's  words,  the  President  "wanted  to  be 
sure  that  the  contras  were  supported." 

McFarlane  assigned  this  responsibility  to 
North,  who  testified: 


The  Harbor  Mining  Disclosures 

In  early  April,  the  country  learned  that  the 
U.S.  Government  was  involved  in  the  mining 
of  Nicaraguan  harbors.  U.S.  Government 
presence  in  Nicaragua  had  become  "embar- 
rassingly overt."  As  McFarlane  testified: 
"The  disclosure  that  harbors  had  been  mined 
in  Nicaragua  was  received  very  badly.  .  .  ." 
On  April  26,  Director  Casey  "apologize[d] 
profoundly,"  conceding  inadequate  disclo- 
sure. But  the  "apology"  could  not  heal  the 
"fracture"  between  Congress  and  the  Ad- 


I  was  given  the  job  of  holding  them  together  in 
body  and  in  soul. 


To  keep  them  together  as  a  viable  political 
opposition,  to  keep  them  alive  in  the  field,  to 
bridge  the  time  between  the  time  when  we 
would  have  no  money  and  the  time  when  the 
Congress  would  vote  again,  to  keep  the  effort 
alive,  because  the  President  committed  pub- 
licly to  go  back,  in  his  words,  again  and  again 
and  again  to  support  the  Nicaraguan  resist- 
ance. 
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Tapping  Foreign  Sources— The  First 
Efforts 

With  the  appropriated  funds  projected  to  run 
out  in  May  or  June,  the  Contras  could  be 
kept  together  only  if  an  alternative  source  of 
funding  could  be  found.  The  Administration 
began  to  look  beyond  the  U.S.  Treasury  to 
foreign  countries  for  monetary  support. 

Looking  to  Country  1  for  Contra  Support 

McFarlane  testified  that  perhaps  as  early  as 
February  1984,  he  considered  "the  possibil- 
ity of  in  effect  farming  out  the  whole  contra 
support  operation  to  another  country,  which 
would  not  only  provide  the  funding,  but  give 
it  some  direction."  In  February  or  March, 
McFarlane  pursued  the  idea  with  an  official 
from  Country  1  [Israel].  He  inquired 
whether  Country  1  would  have  any  interest 
in  instructing  "the  contras  in  basic  tactics, 
maneuver[s],  and  so  forth."  Country  1  offi- 
cials eventually  declined  the  invitation. 

But  McFarlane  was  not  dissuaded  from 
attempting  a  less  ambitious  plan  for  third- 
country  support.  On  March  27,  McFarlane 
met  with  Director  Casey  and  proposed  a 
plan  to  approach  third  countries,  including 
Country  1,  for  Contra  assistance.  Secretary 
of  State  George  P.  Shultz  testified  that  dur- 
ing other  discussions  within  the  Administra- 
tion about  third-country  funding,  he 
questioned  the  legality  and  wisdom  of  any 
third-country  approach.  Shultz  testified  that 
by  April  18,  McFarlane  knew  he  (Shultz)  felt 
it  was  a  mistake  to  approach  Country  1  for 
Contra  support. 

Nevertheless,  McFarlane  followed 
through  with  the  plan  recounted  in  Director 
Casey's  March  27  memo.  He  directed  How- 
ard J.  Teicher,  the  Director  of  Near  East 


Affairs  at  the  NSC,  to  speak  to  an  official  in 
Country  l's  Ministry  of  Foreign  Affairs 
about  obtaining  monetary  support.  Teicher 
made  the  approach,  but  Country  1  declined 
to  be  a  part  of  the  plan. 

In  May,  Secretary  Shultz  learned  of 
Teicher's  approach  from  the  U.  S.  Ambassa- 
dor to  Country  1,  and  he  confronted  McFar- 
lane at  the  White  House.  According  to 
Shultz,  McFarlane  told  him  that  Teicher's 
approach  to  Country  1  was  without  authori- 
zation and  that  Teicher  was  operating  "on 
his  own  hook."  But  Shultz  later  learned,  to 
the  contrary,  from  his  Ambassador,  that 
Teicher  had  made  a  point  of  telling  the  Am- 
bassador he  was  in  Country  1  at  McFarlane's 
instructions.  Later,  McFarlane  told  the 
Committees  that  he  had  directed  Teicher  to 
seek  a  contribution  from  Country  1. 

Looking  to  Country  6  for  Contra  Support 

In  1984  the  CIA  considered  asking  South  Africa 
(Country  6)  to  aid  the  Contras.  When  South  Afri- 
can officials  were  approached,  "the  initial  reac- 
tion had  been  favorable."  But  in  the  end  the  idea 
was  dropped  because  some  officials  realized  it 
would  be  embarrassing  if  exposed. 


Country  2  Contributes  Funds 

By  May  1984,  the  Contras  had  exhausted  the 
last  portion  of  the  $24  million  Congressional 
appropriation  for  fiscal  1984.  McFarlane  tes- 
tified that  possibly  as  early  as  May,  he  met 
with  the  Ambassador  from  Country  2  [Saudi 
Arabia]  and  explained  that  it  was  almost  "in- 
evitable that  the  Administration  would  fail" 
to  win  Congressional  support  for  the  Con- 
tras. According  to  McFarlane,  the  Ambassa- 
dor offered  to  "provide  a  contribution  of  $1 
million  per  month,  ostensibly  from  private 
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funds  that  would  be  devoted  to — as  a  hu- 
manitarian gesture — to  sustenance  of  the 
Contras  through  the  end  of  the  year."  In  his 
testimony,  McFarlane  denied  that  any  solici- 
tation of  Country  2  had  occurred,  and  in- 
sisted the  Country  2  contribution  was  merely 
a  gift. 

After  receiving  the  contribution  and  in- 
forming his  deputy,  Admiral  Poindexter, 
McFarlane  charged  North  with  the  responsi- 
bility for  arranging  the  transfer  of  funds:  "[I] 
asked  him  to  be  in  touch  with  the  contra 
leaders  and  to  find  out  where  the  bank  ac- 
count was  kept.  .  .  .  Lieutenant  Colonel 
North  came  back  and  provided  the  name  of 
the  bank,  its  address  and  the  contras'  ac- 
count number  for  the  bank  in  Miami.  ..." 

According  to  McFarlane,  the  President 
was  informed  of  the  Country  2  contribution 
shortly  after  it  took  place.  McFarlane  placed 
a  note  card  into  the  President's  morning 
briefing  book.  He  chose  this  method  of  in- 
forming the  President  of  the  contribution  to 
reduce  any  chance  that  others  at  the  Presi- 
dent's daily  briefing  might  become  aware  of 
the  funding  scheme.  After  the  meeting, 
McFarlane  was  called  in  to  "pick  up  the  note 
card  which,"  he  recalled,  "expressed  the 
President's  satisfaction  and  pleasure  that  this 
had  occurred." 

McFarlane  told  some  Cabinet  officers  of  the  do- 
nation but  not  others,  starting  a  pattern  that 
would  persist  to  the  end  of  the  Iran-Contra  Af- 
fair. 


The  June  National  Security 
Planning  Group  Meeting 

On  June  25,  the  National  Security  Planning 
Group  met  to  consider  options  for  funding 


the  Contras.  In  attendance  were  the  Presi- 
dent, Vice  President  Bush,  Secretary  Shultz, 
Secretary  Weinberger,  Director  Casey, 
Meese,  and  McFarlane.  Director  Casey 
urged  the  President  to  seek  third-country 
aid.  Secretary  Shultz  responded  that  Chief  of 
Staff  James  Baker  had  told  him  that  if  the 
U.S.  Government  acted  as  a  conduit  for 
third-country  funding  to  the  Contras,  that 
would  be  an  "impeachable  offense."  Casey 
responded  that  it  was  permissible  if  the  plan 
called  for  direct  contributions  from  third 
countries  to  the  Contras.  Meese  recalled  that 
there  was  an  opinion  by  Attorney  General 
William  French  Smith  that  provided  author- 
ity for  such  a  plan,  but  also  noted  that  if  an 
opinion  were  sought,  Justice  Department 
lawyers  should  be  given  guidance  on  what 
the  opinion  should  say.  The  meeting  ended 
without  any  firm  conclusion.  McFarlane  ad- 
vised that  no  one  was  to  do  anything  without 
the  necessary  Justice  Department  opinion. 
Although  McFarlane  had  already  secured 
the  contribution  from  Country  2,  neither  he 
nor  anyone  else  mentioned  it. 

And  although  McFarlane  had  urged  those 
at  the  National  Security  Planning  Group 
meeting  not  to  do  anything,  that  very  day 
North  arranged  for  the  transfer  of  Country 
2  funds  to  Contra  leader  Adolfo  Calero. 

North  made  these  plans  to  send  the  Coun- 
try 2  funds  to  Calero  despite  his  apparent 
knowledge  of  the  legal  difficulties  expressed 
earlier  that  day  at  the  National  Security  Plan- 
ning Group  meeting.  His  notes  reflect  that  he 
was  advised  of  those  discussions  by  Clarridge 
of  the  CIA.  North  recorded  phrases  such  as 
"impeachable  offense"  (presumably  referring 
to  Secretary  Shultz's  remark),  and  "going  to 
French  Smith — reading  on  US  seeking  alter- 
native funding."  The  note  continues:  "Seek 
3d  party  funding." 
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The  next  day,  June  26,  Director  Casey  met  with 
Attorney  General  Smith.  A  CIA  note  on  the 
meeting  quoted  Smith  as  saying  that  asking  other 
countries  to  fund  the  Contras  was  legal,  as  long 
as  the  other  countries  used  their  own  money,  not 
funds  given  to  them  by  the  U.S. 

The  Intelligence  Committees  were  not  ad- 
vised of  the  Country  2  contribution  until 
1987. 


Providing  Support- 
Network 


-The  Private 


With  funds  available  from  Country  2,  North 
turned  to  creating  a  mechanism  for  provid- 
ing materiel  support  for  the  Contras. 

North  testified  that,  at  Casey's  suggestion, 
he  turned  to  Retired  U.S.  Air  Force  Maj. 
General  Richard  V.  Secord: 

I  approached  General  Secord  in  1984  and 
asked  that  he  become  engaged  in  these  activi- 
ties. .  .  . 

I  went  back  to  him  again  and  at  some  point  in 
'84,  he  agreed  to  become  actively  engaged.  He 
agreed  to  establish,  and  did,  private  commer- 
cial entities  outside  the  United  States  that 
could  help  carry  out  these  activities.  It  was 
always  viewed  by  myself,  by  Mr.  McFarlane, 
by  Director  Casey,  that  these  were  private 
commercial  ventures,  private  commercial  ac- 
tivities. .  .  . 

[I]t  was  always  the  intention  to  make  this  a 
self-sustaining  operation  and  that  there  always 
be  something  there  which  you  could  reach  out 
and  grab  when  you  needed  it.  Director  Casey 
said  he  wanted  something  you  could  pull  off 
the  shelf  and  use  at  a  moment's  notice. 

The  network,  albeit  privately  run,  was 
created  for  the  purpose  of  pursuing  "foreign- 


policy  goals."  According  to  North:  "It  was 
never  envisioned  in  my  mind  that  this  would 
be  hidden  from  the  President." 

The  President  has  publicly  stated  that  he 
was  kept  informed  of  some  of  the  efforts  by 
private  citizens  to  aid  the  Contras.  Poindex- 
ter  testified  the  President  "knew  the  contras 
were  being  supported  ...  by  third-country 
funds  and  by  private  support  activity.  .  .  ." 
There  is  no  evidence,  however,  to  suggest 
that  the  President  was  ever  informed  about 
an  "off-the-shelf  covert  operation. 

Secord's  Initial  Role 

In  summer  1984,  Secord's  first  assignment 
from  North  was  to  assist  the  Contras  in  buy- 
ing weapons  with  the  funds  sent  to  Calero  by 
Country  2.  In  July,  Secord,  accompanied  by 
his  associate  and  former  CIA  operative, 
Rafael  Quintero,  met  with  Calero  to  discuss 
the  Contras'  need  for  low-priced  weapons. 
He  left  the  meeting  with  a  weapons  list.  Al- 
though Secord  was  not  an  arms  dealer,  he 
agreed  to  act  as  a  broker  to  procure  the 
weapons  with  his  business  partner,  Albert  A. 
Hakim,  a  naturalized  American  of  Iranian 
descent.  In  his  testimony,  Secord  referred  to 
the  operation  that  he  and  Hakim  used  for 
Contra  support  as  "the  Enterprise." 

Owen's  Role 

North  also  obtained  the  assistance  of  Robert 
W.  Owen  to  act  on  his  behalf  with  Contra 
leaders.  Owen  was  a  private  citizen  who  was 
a  teacher  before  he  joined  the  staff  of  Senator 
Dan  Quayle  in  1982.  After  leaving  Senator 
Quayle's  staff  in  1983,  Owen  joined  Gray  & 
Co.,  a  public  relations  firm  in  Washington, 
DC. 

Taking  a  leave  of  absence  from  his  firm, 
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Owen  traveled  to  Central  America  in  late 
May  or  early  June  1984  and  met  with  Contra 
leaders.  He  was  told,  and  subsequently  re- 
peated to  North,  that  the  Contras  "would 
need  $1  million  a  month,  and  if  they  wanted 
to  increase  in  size  they  would  need  about  a 
million  and  a  half  dollars  a  month."  Between 
October  1984  and  March  1986,  Owen  made 
more  than  seven  trips  to  Central  America 
collecting  information  and  delivering  intelli- 
gence and  money  to  the  Contras  on  North's 
behalf.  He  was  given  the  code  name  "T.C." 
(The  Courier),  and  in  his  own  words,  he 
served  as  North's  "eyes  and  ears"  in  Central 
America. 


BOLAND  II 

In  the  summer  of  1984,  CIA  covert  assist- 
ance to  the  Contras  began  to  wane  as  funds 
were  depleted.  Meanwhile,  legislation — the 
second  Boland  Amendment — that  would  bar 
the  Agency  from  future  support  for  the  Con- 
tras had  been  passed  by  the  House  in  early 
August.  According  to  McFarlane,  as  the 
CIA  stepped  out  of  the  picture,  the  task  of 
supporting  the  Contras  fell  to  the  NSC: 
"[t]he  President  had  made  clear  that  he 
wanted  a  job  done.  The  net  result  was  that 
the  job  fell  to  the  National  Security  Council 
staff." 

In  late  August,  North  traveled  to  Central 
America  to  meet  with  Calero  to  resolve  "im- 
mediate operational/logistic  problems." 
McFarlane  advised  North:  "Exercise  abso- 
lute 'stealth.'  No  visible  meeting.  No  press 
awareness  of  your  presence  in  the  area." 

By  early  October,  Congress  had  adopted 
the  Boland  Amendment  to  an  omnibus  ap- 
propriations bill.  Signed  into  law  by  the  Pres- 


ident on  October  12,  1984,  the  bill  would 
later  be  referred  to  as  Boland  II.  It  provided 
in  relevant  part: 

During  fiscal  year  1985,  no  funds  available  to 
the  Central  Intelligence  Agency,  the  Depart- 
ment of  Defense,  or  any  other  agency  or  entity 
involved  in  intelligence  activities  may  be  obli- 
gated or  expended  for  the  purpose  or  which 
would  have  the  effect  of  supporting,  directly  or 
indirectly,  military  or  paramilitary  operations 
in  Nicaragua  by  any  nation,  group,  organiza- 
tion, movement  or  individual. 

While  Boland  II  cut  off  all  funding  for  the 
Contras,  it  held  out  some  hope  for  renewing 
Contra  aid  in  the  future  by  providing  that  the 
Administration  could  seek  a  $14  million  ap- 
propriation on  an  expedited  basis  after  Feb- 
ruary 28,  1985.  But,  even  as  the  bill  held  out 
a  future  hope,  its  sponsors  made  clear  that 
the  law  was  intended  to  achieve  an  immedi- 
ate cutoff  of  aid. 

Poindexter  and  North,  who  admitted  as- 
sisting the  Contras  in  their  military  activi- 
ties, had  a  different  view.  Both  testified  that 
they  did  not  believe  that  Boland  II  was  appli- 
cable to  the  NSC  staff  and  that  while  the  CIA 
could  no  longer  provide  any  assistance  to  the 
Contras,  the  NSC  staff  was  free  to  do  so. 
Poindexter  put  it  succinctly:  "I  never  be- 
lieved, and  I  don't  believe  today,  that  the 
Boland  Amendment  ever  applied  to  the  Na- 
tional Security  Council  staff.  .  .  ." 

Their  former  superior,  Robert  McFarlane, 
was  surprised  by  that  view.  In  "cutting  off 
money  for  the  Contras,"  he  understood  Con- 
gress to  say  "we  don't  want  any  money 
raised  for  the  Contras."  McFarlane  testified 
that  he  repeatedly  addressed  the  NSC  staff 
with  "a  kind  of  litany  of  mine,  .  .  .  [not  to] 
'solicit,  encourage,  coerce,  or  broker'  "  fi- 
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nancial  contributions  for  the  Contras.  Ac- 
cording to  McFarlane,  he  specifically  told 
North  to  "stay  within  the  law  and  to  be  par- 
ticularly careful  not  to  be  associated  with  or 
take  part  in  any  fundraising  activities." 

North  and  Poindexter  both  denied  hearing 
McFarlane's  warnings  against  solicitation 
and  entreaties  to  observe  the  law.  Both 
claimed  that  they  were  acting  within  their 
legal  rights  in  aiding  the  Contras.  North 
stated  that  all  of  his  acts  were  authorized  by 
his  superiors,  and  Poindexter,  speaking  as 
one  of  those  superiors,  confirmed  that  he  had 
given  North  a  "broad  charter"  to  support  the 
Contras  and  had  "authorized  in  general" 
North's  actions  in  carrying  out  that  charter. 
McFarlane  testified  he  was  unaware  of  the 
breadth  of  North's  activities. 

In  any  case,  Poindexter  and  North  were 
not  deterred  by  Boland  II  in  assisting  the 
Contras.  Indeed,  Boland  II  was  a  spur  to 
action.  The  CIA  had  to  withdraw  from  sup- 
porting the  Contras  and,  according  to  North, 
this  meant  he  "was  the  only  person  left  talk- 
ing to  them." 

As  Poindexter  summed  up  North's  role, 
"[0]nce  the  CIA  was  restricted,"  North  was 
the  "switching  point  that  made  the  whole 
system  work  .  .  .  the  kingpin  to  the  Central 
American  opposition  .  .  .  ." 

Boland  II  did  not  deter  North — it  simply 
reinforced  the  need  to  keep  what  he  was 
doing  secret  from  Congress,  the  public,  and 
others  in  the  Government. 


CONTRA  AID— FALL  1984  TO  WINTER 
1985 

Boland  II  did  not  cause  any  immediate  crisis 
for  the  Contras.  Steps  taken  months  before 


ensured  their  survival.  As  McFarlane  testi- 
fied, "[T]here  wasn't  any  need"  for  funds  at 
the  time.  The  $1  million-a-month  pledged  by 
Country  2  in  June  1984  would  "bridge  the 
gap"  at  least  until  December. 


Arms  Shipments  Begin  and 
Blowpipes  Are  Sought 

While  Second  undertook  to  procure  weap- 
ons, North  remained  heavily  involved. 
Calero  testified  that  he  consulted  with  North 
regarding  weapons  needs  and  purchases  and 
North's  notebooks  confirm  this. 

In  the  fall,  the  Contras'  most  pressing  need 
was  ground-to-air  missiles.  The  Sandinistas 
had  just  obtained  Soviet-designed  HIND-D 
helicopters,  sophisticated  assault  helicopters. 
North  devoted  his  efforts  to  finding  a  missile 
capable  of  shooting  them  down. 

North  tried  to  help  the  Contras  buy  British  Blow- 
pipe shoulder-fired  antiaircraft  missiles  from 
Chile  but  failed.  At  about  the  same  time  he  helped 
Secord  convince  the  Chinese  Government  to  sell 
the  Contras  some  of  their  surface-to-air  missiles. 

Meanwhile,  the  Contras  were  also  running 
out  of  basic  weapons.  According  to  Secord, 
in  November,  Secord,  using  money  provided 
by  Calero,  made  a  downpayment  on  a  ship- 
ment of  arms  which  was  to  come  by  sea  from 
the  Far  East.  But  the  shipment  was  delayed 
and,  in  fact,  it  would  not  arrive  until  the 
spring  of  1985. 

To  make  the  first  arms  shipment,  the  En- 
terprise needed  an  end-user  certificate 
(EUC) — a  document  certifying  that  the  arms 
were  for  the  exclusive  use  of  the  country  to 
which  the  arms  were  being  sent.  By  February 
14,  1985,  North  had  the  end-user  certificates, 
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and  Secord  was  able  to  ship  more  than 
90,000  pounds  of  East  European  munitions 
by  chartered  aircraft  from  Defex,  a  Euro- 
pean arms  dealer,  to  a  Central  American 
country  for  the  Contras. 


Providing  Intelligence  and  Military 
Advice 

North's  role  was  not  limited  to  assisting  arms 
purchases.  On  direction  from  McFarlane,  he 
gave  political  advice  to  the  Contras  on  unify- 
ing the  different  factions  and  adopting  a  plat- 
form recognizing  human  rights  and  pledging 
a  pluralistic  society.  Even  more  critical  for 
the  Contras,  North  provided  military  intelli- 
gence and  advice. 

The  CIA  and  the  DOD  could  not  provide 
military  intelligence  directly  to  the  Contras, 
so  North  provided  it  himself.  North  would 
obtain  maps  and  other  intelligence  on  the 
Sandinista  positions  from  the  CIA  and 
DOD,  ostensibly  for  his  own  use.  North 
would  then  pass  the  intelligence  to  the  Con- 
tras using  Owen  as  a  courier. 

Director  Casey  was  eager  to  keep  the  CIA 
bureaucracy  insulated  from  North's  activi- 
ties in  supporting  the  Contras.  Indeed,  in 
November,  Casey  complained  to  Poindexter 
that  North  was  conducting  his  support  ac- 
tivities "indiscreetly,"  and  had  disclosed  to 
CIA  officials  that  he  was  raising  funds  for, 
and  providing  intelligence  to,  the  Contras. 

Learning  of  the  complaint,  North  wrote 
McFarlane  on  November  7,  1984,  to  defend 
his  behavior.  North  insisted  he  had  not  im- 
plicated the  Chief  of  the  CIA's  Central 
American  Task  Force  in  his  Contra  support 
activities.  "Clarifying  who  said  what  to 
whom,"  North  acknowledged  that  he  had 
passed  intelligence  to  Calero  to  assist  him  in 


destroying  the  Sandinistas'  newly  acquired 
HIND-D  helicopters.  North  stated  that  he 
had  gone  to  both  the  CIA  and  to  the  DOD 
for  information  on  the  helicopters'  location 
and  passed  this  on  to  Calero. 

In  early  February  1985,  North  became 
concerned  about  a  shipment  of  weapons 
bound  for  the  Sandinistas  aboard  the  ship, 
the  Monimbo.  In  a  memorandum  to  McFar- 
lane and  Poindexter,  North  recommended 
the  vessel  be  seized  or  sunk: 

If  asked,  Calero  would  be  willing  to  finance  the 
operation.  He  does  not,  however,  have  suffi- 
cient numbers  of  trained  maritime  special  op- 
erations personnel  or  a  method  of  delivery  for 
seizing  the  ship  on  the  high  seas.  ...  If  time 
does  not  permit  a  special  operation  [on  the 
high  seas]  .  .  .  Calero  can  quickly  be  provided 
with  the  maritime  assets  required  to  sink  the 
vessel  before  it  can  reach  port  at  Corinto.  He 
is  in  contact  with  maritime  operations  experts 
and  purveyors  of  materiel  necessary  to  con- 
duct such  an  operation. 

North  asked  McFarlane  for  authorization  to 
provide  Calero  "with  the  information  on 
Monimbo"  and  for  permission  to  approach 
him  "on  the  matter  of  seizing  or  sinking  the 
ship." 

This  time,  Admiral  Poindexter  raised  a 
legal  question,  but  only  to  advise  McFarlane 
about  how  North's  recommendation  should 
be  handled.  On  the  bottom  of  the  memoran- 
dum, Poindexter  agreed  with  North  that, 
"We  need  to  take  action  to  make  sure  ship 
does  not  arrive  in  Nicaragua.  JP."  But  in  a 
cover  note  to  McFarlane,  Admiral  Poindex- 
ter wrote: 

Except  for  the  prohibition  of  the  intelligence 
community  doing  anything  to  assist  the  Free- 
dom Fighters  I  would  readily  recommend  I 
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bring  this  up  to  CPPG  [Crisis  Pre-Planning 
Group]  at  2:00  today.  Of  course  we  could  dis- 
cuss it  from  the  standpoint  of  keeping  the  arms 
away  from  Nicaragua  without  any  involve- 
ment of  Calero  and  Freedom  Fighters.  What 
do  you  think? 

No  action  was  taken  on  North's  recommen- 
dation to  seize  the  Monimbo. 

North  also  managed  to  secure  the  help  of  David 
Walker,  a  British  paramilitary  expert  who  helped 
the  Contras  carry  out  a  special  military  operation 
inside  Nicaragua.  The  operation  is  not  described, 
though  one  plan  had  been  to  blow  up  one  or  more 
of  the  Sandinistas'  powerful  Soviet-made  MI-24 
HIND  attack  helicopters.  The  White  House 
liked  to  call  the  HINDs  flying  tanks;  they  had 
come  to  be  symbols  of  Nicaragua's  oversized 
military. 


Singlaub  Efforts  with  Countries  3 
and  5 

Country  2  had  pledged  funds  only  through 
the  end  of  1984.  Therefore,  by  the  end  of  the 
year,  an  urgent  need  existed  to  find  money 
for  the  Contras  to  continue  into  1985. 

In  late  November  1984,  North  approved 
the  efforts  of  Retired  U.S.  Army  Maj.  Gen. 
John  K.  Singlaub  to  obtain  funds  from  third 
countries  to  support  the  Contras.  Singlaub 
met  in  Washington  with  officials  of  Country 
3  [Taiwan]  and  Country  5  [South  Korea]  to 
request  aid.  Singlaub  was  blunt  about  the 
Contras'  needs:  bullets,  guns,  and  anti-air- 
craft missiles.  The  foreign  country  officials, 
however,  expressed  concern  about  running 
afoul  of  "Congress  by  openly  defying  the  Bo- 
land  Amendment."  At  the  same  time  they 
were  willing  to  help  "if  this  could  be  done  in 
a  way  that  did  not  attract  attention."  They 


agreed  to  send  Singlaub's  request  to  their 
respective  governments. 

Singlaub  followed  up  on  his  request,  trav- 
elling to  Countries  3  and  5  in  January.  He 
met  with  highly  placed  officials  and  reite- 
rated his  earlier  request  for  military  dona- 
tions to  the  Contras.  Singlaub  provided  the 
officials  with  an  index  card  bearing  the  name 
of  the  bank  and  account  number,  under 
Calero's  control,  where  the  funds  could  be 
deposited  directly.  Singlaub  told  the  officials 
he  was  a  private  citizen,  but  wanted  to  make 
it  clear  he  was  not  an  "unguided  missile  rico- 
cheting around  to  that  part  of  the  world."  He 
expressed  the  belief  that  "it  would  be  possi- 
ble ...  to  have  someone  in  the  Administra- 
tion send  a  signal  to  them  ...  to  indicate  that 
[he]  .  .  .  was  not  operating  entirely  on  [his] 
.  .  .  own,  without  the  knowledge  of  the  Ad- 
ministration." 

On  February  1,  1985,  North's  notes  reflect 
that  Singlaub  called  North  and  told  him  that 
Country  3  needed  a  signal  that  the  Adminis- 
tration would  be  "greatly  pleased"  by  a  do- 
nation before  Country  3  would  be  willing  to 
contribute. 

Countries  3  and  5  did  not  contribute  any 
money  as  a  result  of  Singlaub's  efforts.  Not 
until  late  1985,  after  a  signal  was  in  fact  given 
by  an  NSC  official,  did  Country  3  make  a 
contribution. 


Country  2  Makes  an  Additional 
Contribution 

With  the  Contras  running  out  of  funds, 
McFarlane  turned  once  more  to  Country  2. 
McFarlane  made  the  initial  approach  to  its 
Ambassador  for  more  funds.  He  testified  that 
he  did  not  "solicit"  funds  because  the  Boland 
Amendment  prohibited  such  solicitation.  He 
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merely  told  the  Ambassador  of  the  plight  of 
the  Contras  and  hoped  for  a  contribution. 
According  to  Secord,  North  asked  him  to 
follow  up  on  McFarlane's  initial  meeting. 

In  early  February  1985,  Country  2  agreed 
to  contribute  an  additional  $24  million. 
McFarlane  informed  the  President  of  the 
contribution  by  placing  a  note  card  in  the 
President's  daily  briefing  book.  The  Presi- 
dent again  reacted  with  "gratitude  and  satis- 
faction," expressing  no  surprise.  Unknown 
to  McFarlane,  the  Country  2  head  of  state 
had  already  informed  the  President  directly 
of  the  new  contribution.  But  the  President 
did  not  mention  this  when  he  briefed  the 
Secretary  of  State  and  McFarlane  on  his 
meeting  with  the  government  leader. 

Nor  did  McFarlane  tell  the  Secretary  of 
Defense.  Both  Secretary  Weinberger  and 
General  John  W.  Vessey,  Jr.,  the  Chairman 
of  the  Joint  Chiefs  of  Staff,  learned  of  the 
contribution  from  other  sources. 

The  new  donation  from  Country  2,  like  its 
predecessor,  was  sent  to  Calero's  accounts. 
Between  June  1984  and  March  1985,  Coun- 
try 2's  contributions,  totaling  $32  million, 
were  virtually  the  only  funds  the  Contras 
had. 


CONTRA  AID:  WINTER-SPRING  1985 

The  Administration  Returns  to 
Congress 

In  the  winter  of  1985,  the  Administration 
pinned  its  hopes  on  obtaining  the  $14  million 
in  aid  held  out  by  the  Boland  legislation. 

The  chances  for  success  were  dim  from  the 
start.  The  new  Chairman  of  the  Senate  Intel- 
ligence Committee,  David  Durenberger,  had 


warned  publicly  that  he  would  oppose  both 
the  release  of  the  $14  million  and  any  future 
Contra  aid.  But  the  President  had  not  given 
up.  He  told  a  group  of  reporters,  "We're 
going  to  do  our  best." 

North  was  optimistic  that  "[w]ith  ade- 
quate support  the  resistance  could  be  in 
Managua  by  the  end  of  1985." 

Any  legislative  proposal  for  increased  aid 
depended  upon  the  Contras'  survival  in  the 
field.  McFarlane  testified  he  told  North  that 
"unless  the  Contras  become  a  credible  mili- 
tary force,  they  would  never  gain  political 
support  in  Congress  and  among  the  Ameri- 
can people."  North  was  counting  on  the  En- 
terprise to  provide  the  support  necessary  to 
maintain  the  Contras  as  a  viable  force. 


The  Weapons  Shipments  from  the 
Enterprise  Continue 

In  the  spring  of  1985,  two  weapons  ship- 
ments arranged  by  Secord  in  consultation 
with  North  and  Calero  would  finally  reach 
the  Contras:  first,  in  February,  a  planeload  of 
90,000  pounds  of  munitions  from  Europe 
and,  second,  in  the  spring,  a  sealift.  Both 
shipments  were  arranged  through  Tran- 
sworld  Armament,  and  both  apparently  re- 
quired end-user  certificates. 

North  needed  the  cooperation  of  Central 
American  countries  to  provide  documenta- 
tion and  to  receive  the  shipments  for  the 
Contras.  On  March  5,  1985,  he  proposed 
that  one  country  be  rewarded  for  its  assist- 
ance. In  a  memorandum  to  McFarlane, 
North  suggested  that  the  Secretaries  of  State 
and  Defense  and  Chairman  Vessey  of  the 
Joint  Chiefs  of  Staff  be  asked  to  grant  the 
Central  American  country  additional  secu- 
rity assistance. 
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The  "real  purpose"  of  this  memo,  North 
explained,  was  to: 

find  a  way  by  which  we  can  compensate 
[Country  14]  for  the  extraordinary  assistance 
they  are  providing  to  the  Nicaraguan  freedom 
fighters.  At  Tab  II  are  end-user  certificates 
which  [Country  14]  provided  for  the  purchase 
of  nearly  $8M  worth  of  munitions  to  be  deliv- 
ered to  the  FDN. 

In  the  attached  memorandum  to  Wein- 
berger, Shultz,  and  Vessey,  drafted  by 
North,  the  real  purpose  behind  the  request 
was  not  stated.  The  memorandum  contained 
no  reference  to  the  end-user  certificates,  "to 
the  arrangements  which  have  been  made  for 
supporting  the  resistance  through  [Country 
14],"  or  to  the  Country  14  [Guatemala]  mu- 
nitions "wish  list"  North  attached  for 
McFarlane's  information.  Instead,  the  re- 
quest for  aid  was  predicated  on  its  merits. 

McFarlane  testified  that  he  recommended 
that  the  Cabinet  approve  increased  assist- 
ance based  solely  on  his  assessment  of  Coun- 
try 14's  need,  without  taking  into  account  its 
support  of  the  Contras.  North  testified  that 
he  had  not  promised  a  "quid  pro  quo."  There 
was  no  "need"  to  make  such  a  promise  to  a 
country  threatened  by  the  Sandinista  pres- 
ence, he  said. 


Disbursements  to  Other  Contra 
Leaders 

During  the  winter  and  spring  of  1985,  North 
decided  to  use  the  money  sent  directly  to 
Calero  from  Country  2  to  support  other 
Contra  leaders.  To  do  this,  funds  were  with- 
drawn from  Calero's  account  using  traveler's 
checks,  and  hand-carried  to  North.  North 


stored  the  checks  in  his  safe.  Additional  cash 
was  secured  from  Secord. 

North  testified  that  the  idea  for  maintain- 
ing this  fund  came  from  Director  Casey: 

My  recollection  is  that  the  very  first  traveler's 
checks  came  either  very  late  '84  or  certainly 
early  1985  and  that  the  sum  total  of  traveler's 
checks  was  probably  in  excess  of  $100,000  or 
thereabouts. 

I  also  had  cash  which  I  estimated  to  be  some- 
where in  the  neighborhood  of  50  to  75  thou- 
sand dollars  in  cash,  so  we  are  talking  about  an 
operational  account  that  went  from  some- 
where around  150  to  175  thousand  dollars.  At 
various  points  in  time  there  would  be  consider- 
able sums  in  it  and  at  various  points  in  time 
there  would  be  none  in  it. 


What  is  important  that  you  realize  is  that  me- 
ticulous records  were  kept  on  all  of  this.  I  kept 
a  detailed  account  of  every  single  penny  that 
came  into  that  account  and  that  left  that  ac- 
count. All  of  the  transactions  were  recorded  on 
a  ledger  that  Director  Casey  gave  me  for  that 
purpose.  Every  time  I  got  a  group  of  traveler's 
checks  in,  I  would  report  them,  and  I  would 
report  them  when  they  went  out,  even  going  so 
far  as  to  record  the  traveler's  check  numbers 
themselves. 

The  ledger  for  this  operational  account  was 
given  to  me  by  Director  Casey,  and  when  he 
told  me  to  do  so,  I  destroyed  it  because  it  had 
within  it  the  details  of  every  single  person  who 
had  been  supported  by  this  fund,  the  addresses, 
their  names,  and  placed  them  at  extraordinary 
risk. 

One  of  the  principal  beneficiaries  of 
North's  fund  was  a  Resistance  leader.  With 
McFarlane's  approval,  North  decided  to  as- 
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sume  support  for  the  Resistance  leader, 
using  funds  drawn  from  the  Calero  account. 

By  February  27,  1985,  "Adolfo  [Calero] 
ha[d]  agreed  to  provide  [the]  requisite  funds 
in  the  blind  without  [the]  [Resistance  leader] 
becoming  aware  of  the  source."  Eventually, 
Calero  was  to  "deposit  $6,250  per  month  in 
[Resistance  leader's]  checking  account  with- 
out [his]  knowledge  [of  the  source]."  But  be- 
fore the  direct  deposit  mechanism  could  be 
put  into  operation,  North  enlisted  Robert 
Owen  and  Jonathan  Miller,  then-Deputy  Co- 
ordinator for  Public  Diplomacy  at  the  State 
Department,  to  pass  the  money  to  the  Resist- 
ance leader.  Sometime  in  early  March,  North 
handed  Owen  and  Miller  traveler's  checks 
from  his  office  safe,  and  requested  that  the 
checks  be  cashed.  Miller  and  Owen  did  so, 
and  returned  to  North's  office.  Later  that  day, 
at  his  apartment,  Owen  passed  $6,000  to 
$7,000  in  cash  to  the  Resistance  leader. 

Owen  handled  a  number  of  transfers  to 
Contra  leaders.  He  testified  that  he  paid 
"[s]omewhere  between  six  and  ten"  Contra 
leaders,  and  the  total  amount  paid  was 
"[s]omewhere  around  $30,000."  On  March 
22,  1985,  for  example,  Owen  traveled  to  Cen- 
tral America  carrying  several  thousand  dol- 
lars in  cash  or  traveler's  checks  for  delivery  to 
a  Contra  leader.  In  some  cases,  Owen's  efforts 
did  not  take  him  far  from  the  White  House 
itself.  In  April,  for  example,  he  waited  outside 
the  Old  Executive  Office  Building  in  the  rain. 
A  car  drove  up,  and  Owen  passed  cash  to  a 
Nicaraguan  Indian  leader  sitting  inside. 


KEEPING  THE  OPERATION  SECRET 

North  provided  the  logistical  and  funding 
assistance  the  Contras  needed  to  keep  going 


in  Central  America  at  the  same  time  that  he 
worked  to  keep  their  cause  alive  in  Washing- 
ton. To  persuade  Congress  to  vote  for 
renewed  aid,  it  was  critical  that  the  NSC 
staffs  Contra  assistance  remain  secret.  As 
North  warned  Calero:  "Too  much  is  becom- 
ing known  by  too  many  people.  We  need  to 
make  sure  that  this  new  financing  does  not 
become  known.  The  Congress  must  believe 
that  there  continues  to  be  an  urgent  need  for 
funding." 

North  actively  cultivated  an  image  of  Con- 
tra self-sufficiency  within  the  Administra- 
tion. For  example,  he  urged  the  CIA's  Chief 
of  the  Central  American  Task  Force  to  reject 
the  State  Department's  opinion  that  the  Re- 
sistance had  become  largely  ineffective  since 
U.S.  funding  ran  out  in  May  1984.  "I  told 
[the  Chief  of  the  Central  American  Task 
Force],"  wrote  North,  "that  it  was  important 
that  the  SNIE  [Special  National  Intelligence 
Estimate]  reflect  the  fact  that  there  was  sub- 
stantial outside  support  which  had  continued 
for  some  months  and  showed  no  signs  of 
abating." 

But  even  without  such  active  encourage- 
ment, the  secrecy  shrouding  North's  efforts 
contributed  to  the  appearance  of  Contra  self- 
sufficiency.  As  funds  arrived  and  weapons 
were  shipped,  CIA  intelligence  reports  con- 
firmed that  the  Contras  remained  not  only  a 
viable  force,  but  were  surviving  on  their  own, 
without  apparent  U.S.  Government  assist- 
ance. 

The  secret  of  North's  involvement,  how- 
ever, was  not  to  last.  North's  name  had 
begun  to  appear  periodically  in  the  press 
along  with  that  of  Singlaub.  By  March,  Sin- 
glaub  already  had  become  something  of  a 
"lightning  rod"  in  the  press,  attracting  atten- 
tion as  a  private  fundraiser  for  the  Contras. 
According  to  Singlaub,  North  told  him  that 
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his  frequent  visits  to  the  NSC  were  a  source 
of  concern.  But  North  "understood  and 
agreed"  that  Singlaub  had  to  keep  a  "high 
profile"  in  order  to  raise  funds,  and  he  sup- 
ported the  effort.  If  Singlaub  "had  high  visi- 
bility, [he]  might  be  the  lightning  rod  and 
take  the  attention  away  from  [North]  and 
others  who  were  involved  in  the  covert  side 
of  support." 


COVERT  OPERATION  AND 
LEGISLATIVE  STRATEGY  INTERTWINE 


in  a  Miami  hotel  room  with  FDN  head 
Adolfo  Calero  and  other  Contra  leaders, 
which  became  known  as  the  San  Jose  Decla- 
ration. North  arranged  the  deadline  for  a 
Sandinista  response  to  the  peace  plan  to  coin- 
cide with  the  vote  by  Congress.  If  the  San- 
dinistas rejected  the  overture,  as  North 
anticipated,  then  "special  operations  against 
highly  visible  military  targets  in  Nicaragua," 
were  timed  to  follow  in  the  hopes  that  suc- 
cessful and  "visible"  Contra  military  activi- 
ties might  favorably  influence  Congress's 
decision  on  Contra  aid. 


While  maintaining  the  secrecy  of  his  Contra 
support  activities,  North  worked  to  promote 
a  legislative  strategy  that  would  change  both 
the  Congressional  and  the  public  perception 
of  the  Nicaraguan  threat.  In  March,  he  and 
Donald  Fortier  sponsored  an  elaborate  plan 
calling  for  lobbying,  a  media  blitz,  and  cul- 
minating in  almost  daily  Presidential 
speeches  and  phone  calls  in  support  of  the 
initiative.  At  its  most  ambitious  stage,  the 
plan  included  a  10-page,  day-by-day  chro- 
nology to  describe  each  of  the  players'  ap- 
pointed tasks. 

North  proposed  what  he  called  a  "fallback  plan" 
in  case  Congress  did  not  renew  aid.  Under  it,  the 
Saudis  would  be  asked  to  contribute  an  addi- 
tional $25  to  $30  million,  and  a  tax-exempt  foun- 
dation would  be  set  up  to  receive  it.  But 
McFarlane  ruled  that  out. 

During  March  1985,  North  focused  his 
attention  on  the  elaborate  legislative  strategy 
plan  he  had  been  working  on  since  late  Feb- 
ruary. The  plan  was  developed  in  conjunc- 
tion with  a  peace  initiative  drafted  by  North 


THE  ADMINISTRATION  RESPONDS  TO 
CONGRESSIONAL  DEFEAT 

In  early  April,  the  Administration  submitted 
a  Contra  aid  proposal  to  the  Congress,  along 
with  its  own  peace  plan  modeled  on  the  San 
Jose  Declaration.  The  President  pledged  that 
lethal  aid  would  only  be  provided  if  the  San- 
dinistas rejected  the  proposal.  The  plan  pro- 
voked controversy,  and  on  April  23,  the 
House  rejected  the  Administration's  pro- 
posal. 

Publicly,  the  President  expressed  his  de- 
termination "to  return  to  the  Congress  again 
and  again."  Soon  after  the  House  defeat,  the 
Administration  was  back  on  Capitol  Hill 
hoping  to  mold  a  compromise  in  support  of 
nonlethal  aid. 

Meanwhile,  Nicaraguan  President  Daniel 
Ortega  traveled  to  the  Soviet  Union  and 
throughout  Europe,  seeking  renewed  assist- 
ance for  the  Sandinista  forces.  President  Or- 
tega's visit  to  Moscow  prompted  the 
President  to  issue  a  warning  to  Congress: 
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And  whatever  way  they  may  want  to  frame  it, 
the  opponents  in  the  Congress  of  ours,  who 
have  opposed  our  trying  to  continue  helping 
those  people,  they  really  are  voting  to  have  a 
totalitarian  Marxist-Leninist  government  here 
in  the  Americas,  and  there's  no  way  for  them 
to  disguise  it.  So,  we're  not  going  to  give  up. 

President  Ortega's  Moscow  trip  also 
prompted  a  renewed  sense  in  Congress  that 
something  had  to  be  done  to  support  the 
Contras.  With  strong  support  from  Congres- 
sional leaders,  President  Reagan  announced 
the  imposition  of  economic  sanctions  against 
Nicaragua  on  May  1,  1985. 


MAINTAINING  THE  COVERT 
OPERATION 


military  organization,  based  on  what  I  could 
see  in  reflections  of  battles,  in  communications 
on  both  sides.  The  Sandinistas  could  wipe 
them  out. 

Regarding  North's  reaction  to  his  views, 
Gorman  added: 

Oliver  was  terribly  concerned  about  my  atti- 
tude, and  he  knew  that  I  was  travelling  up  here 
on  the  Hill  and  in  other  circles  where  I  was 
being  asked  to  comment  on  the  prospects  of 
these  people. 

Gorman  concluded  by  telling  the  Commit- 
tees, "it  was  also  very  clear  to  me,  he  [North] 
saw  me  as  a  problem  in  terms  of  what  I  was 
saying,  and  I  think  he  was  just  doing  his 
damndest  to  get  me  to  shut  up — old  General, 
put  a  cork  in  it." 


Before  the  Congress  rejected  the  Administra- 
tion's aid  proposal,  North  was  optimistic 
about  the  Contras'  prospects.  The  image  of 
Contra  military  capability  cultivated  by 
North  was  arguably  at  odds  with  reality. 
U.S.  Army  General  Paul  F.  Gorman,  Com- 
mander of  the  Southern  Command  from 
May  1983  through  February  1985,  told  the 
Committees  that  "the  prospects  of  the  Nica- 
raguan  resistance  succeeding  [were]  dim  at 
best."  Specifically  referring  to  Congressional 
testimony  he  gave  in  June  and  December 
1985,  Gorman  testified: 

what  I  was  saying  in  those  days  was  that  I  did 
not  see  in  the  Nicaraguan  resistance  a  combi- 
nation of  forces  that  could  lead  to  the  over- 
throw of  the  government  or  the  unseating  of 
the  Sandinistas. . . .  The  training  of  the  Contras 
was,  when  I  last  saw  them  in  1985,  abysmal. 
...  I  didn't  regard  them  as  a  very  effective 


In  the  spring,  North  made  ambitious  new  plans 
for  the  Contras,  but  everything  was  stalled  when 
Congress  rejected  the  Administration's  new  fund- 
ing request,  sending  Contra  morale  into  a  tail- 
spin. 

Meanwhile,  in  Congress,  a  consensus  was 
building  in  favor  of  humanitarian  aid.  By 
May  15,  1985,  Congressional  leaders  were 
seeking  counsel  from  the  NSC  on  the  Ad- 
ministration's position  about  a  Contra  sup- 
port bill  that  was  limited  to  nonlethal  aid. 

By  the  end  of  May,  North  was  optimistic 
that  the  Boland  Amendment  restrictions 
would  be  lifted,  at  least  with  respect  to  the 
CIA's  provision  of  intelligence  and  political 
support.  But  even  if  they  were  lifted,  and 
Congress  appropriated  humanitarian  aid, 
North  did  not  contemplate  that  his  covert 
operation  would  end.  He  told  McFarlane  in 
a  May  31  memo: 
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Plans  are  underway  to  transition  from  current 
arrangements  to  a  consultative  capacity  by  the 
CIA  for  all  political  matters  and  intelligence, 
once  Congressional  approval  is  granted  on  lift- 
ing Section  8066  [Boland  Amendment]  restric- 
tions. The  only  portion  of  current  activity 
which  will  be  sustained  as  it  has  since  last  June, 
will  be  the  delivery  of  lethal  supplies. 


THE  SECORD  GROUP  AND  ITS 
COMPETITION 

As  humanitarian  aid  measures  were  debated 
in  Congress,  Secord's  Enterprise  was  con- 
tinuing to  procure  weapons  for  the  Contras. 
By  May,  Secord  was  using  Thomas  G. 
Clines,  rather  than  the  original  broker. 
Clines'  source  was  a  European  arms  dealer. 
Secord  was  also  using  Rafael  Quintero  to 
handle  the  logistics  of  the  arms  deliveries  in 
Central  America.  As  North  put  it,  Quintero 
was  the  "Second  man  on  [the]  scene."  He 
coordinated  the  arms  reception  in  Central 
America,  and  "all  of  the  liaison  with  the 
Contras  and  with  the  local  authorities." 
From  Quintero,  Secord  would  obtain  the  in- 
formation necessary  to  provide  North  with 
what  North  termed  "views  from  on  [the] 
scene"  in  Central  America.  Clines,  Quintero, 
and  Secord  were  to  play  an  increasingly  large 
role  in  the  Contra  support  structure  as  the 
summer  progressed. 

During  May,  Secord  arranged  through 
Clines  for  the  third  in  a  series  of  arms  trans- 
fers to  the  Contras.  This  time,  the  shipment 
was  to  arrive  by  sea.  Periodically,  Secord 
would  call  North  with  the  latest  update,  as 
on  May  8:  "Came  out  of  in  .  .  .  now  in  Paris; 
-Tested  every  item;  -ship  arrived  4—5  hours 


ago;  -40,000  M-79 "  Later,  on  May  24, 

North  recorded:  "Call  from  Dick;  -Vessel 
needs  shipping  agent  for  receiving;  -Need  to 
do  long  lead  plan  for  Aug-Sep  delivery;  - 
need  to  make  deposit  for  M-79  buy."  As  Se- 
cord testified,  North  "was  in  the  information 
collection  business"  and  "[h]e  wanted  to 
know  if  I  would  provide  him  with  details  of 
any  deliveries  or  deals  that  were  made,  and 
I  did  so  gladly." 

General  Secord  was  not  the  only  weap- 
ons dealer  seeking  the  Contra  account  dur- 
ing the  summer  of  1985.  For  example, 
Ronald  Martin,  a  Miami  arms  dealer,  was 
by  May  "setting  up  [a]  munitions  'super- 
market' "  in  Central  America.  As  North 
testified:  "You  had  a  very  competitive  envi- 
ronment down  there.  Once  the  U.S.  Gov- 
ernment withdrew  in  '84  from  directly 
supporting  the  resistance,  you  ended  up 
with  a  lot  of  folks  out  there  running  a  very 
cutthroat  business." 

North  discouraged  Calero  from  dealing 
with  some  of  Secord's  competitors.  He  testi- 
fied that  CIA  Director  Casey  had  suspicions 
that  the  arms  warehouse  operation  run  by 
Martin  was  supported  by  U.S.  funding  that 
had  been  diverted  to  Martin  by  a  Central 
American  country.  According  to  North, 
Casey  told  him  "that  there  shouldn't  be  any 
further  transactions  with  that  broker  until 
such  time  as  he  resolved  or  they  were  able  to 
resolve  where"  the  money  to  stockpile  "sev- 
eral millions  of  dollars  worth  of  ordnance" 
had  come  from. 

Secord's  other  competitor  for  procuring 
arms  for  the  Contras  during  the  spring  of 
1985  was  General  Singlaub.  As  early  as 
April,  Singlaub  had  begun  to  arrange  for  a 
major  weapons  purchase,  after  meeting  at 
FDN  base  camps  in  March  with  the  FDN 
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military  commander,  Enrique  Bermudez. 
The  list  of  weapons  Singlaub  drew  up  with 
Bermudez  included  AK-47  rifles,  RPG-7 
rocket  launchers,  light  machine  guns,  and 
SA-7  surface-to-air  missiles.  Singlaub  took 
the  weapons  list  to  North,  who  made  "some 
additions  and  subtractions."  North  and  Sin- 
glaub "reach[ed]  a  clear-cut  statement  of 
what  we  were  going  to  buy." 

Sometime  later  that  month,  Singlaub  in- 
troduced Calero  to  a  European  arms  dealer. 
Calero  was  astonished  at  the  low  prices  he 
had  been  quoted;  "at  least  in  the  case  of  the 
AK-47s  that  price  was  about  half  of  what  we 
had  previously  had  to  pay."  (In  part,  this  can 
be  attributed  to  the  fact  that  Singlaub  did  not 
take  a  commission.) 

Part  of  the  explanation  for  the  difference 
between  Secord's  prices  and  those  of  Sin- 
glaub's  dealer  was  Secord's  profit  margin — a 
margin  of  which  Calero  was  unaware.  Secord 
testified  that  his  markup  on  all  Contra  ship- 
ments "averaged  out  almost  exactly  20  per- 
cent." In  fact,  the  actual  commission  charged 
on  the  cost  of  arms  averaged  38  percent. 


Secord  candidly  admitted  that  he  was  to 
make  a  profit: 

Q:  I  take  it  from  what  you  are  saying  that  you 
were  to  make  a  profit  on  these  arms  transac- 
tions? 

A:  Yes  ....  It  was  intended  that  the  profits 
generated  would  be  shared  by  Hakim,  my- 
self, and,  of  course,  the  arms  dealer. 

Calero  testified  he  was  unaware  that  Se- 
cord was  earning  money  off  the  arms  sales. 
He  believed  that  Secord  was  supplying  the 
weapons  at  cost.  North,  on  the  other  hand, 
testified  that  it  was  his  understanding  from 
his  conversations  with  Casey  in  1984  that 
those  running  the  off-the-shelf  covert  entities 
were  entitled  to  fair  compensation. 

In  early  May,  both  General  Singlaub  and  Gen- 
eral Secord  tried  to  sell  antiaircraft  missiles  to 
the  Contras.  Singlaub's  prices  were  far  lower, 
and  he  did  manage  to  sell  the  Contras  one  ship- 
ment. But  thereafter,  North  gave  any  money  he 
raised  directly  to  Secord,  who  made  Contra  arms 
purchases  himself. 
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CHAPTER  3 


The  Enterprise 
Assumes  Control  of 
Contra  Support 


In  the  summer  of  1985,  Congress  voted  to 
appropriate  $27  million  for  the  Contras'  hu- 
manitarian needs,  including  food,  medicine 
and  clothing.  At  the  same  time,  the  covert 
program,  run  by  the  National  Security 
Council  (NSC)  staff,  entered  a  new  and 
bolder  phase.  With  the  Contras'  daily  living 
needs  taken  care  of  by  Congress,  and  their 
requirements  for  arms  having  been  met 
through  Country  2's  prior  donations,  the 
NSC  staff  was  able  to  focus  on  attempting  to 
improve  the  Contras'  military  effectiveness. 
This  involved  establishing  an  air  resupply 
program  for  the  main  Contra  fighting  force 
operating  in  the  North  of  Nicaragua,  the 
Nicaraguan  Democratic  Force  (FDN),  and 
promoting  the  opening  of  a  second  Contra 
front  in  the  South  of  Nicaragua  by  support- 
ing other  Contra  fighters,  independent  of  the 
FDN,  who  were  operating  there.  This  sup- 
port for  the  southern  forces  included  the 
procurement  of  arms  as  well  as  the  establish- 
ment of  an  air  resupply  program. 

Disappointed  at  the  failure  of  Adolfo 
Calero  to  develop  a  logistics  infrastructure, 
Lt.  Col.  Oliver  North  asked  Gen.  Richard 
Secord  and  his  associates  to  assume  new  re- 
sponsibilities that  under  the  Boland  Amend- 


ment the  U.S.  Government  could  not 
undertake.  Secord  agreed  to  continue  to  han- 
dle all  future  weapons  procurement  for  the 
Contras  and  to  acquire  and  operate  a  small 
fleet  of  planes  to  make  air  drops  of  weapons, 
ammunition,  and  other  supplies  to  the  Con- 
tras in  both  northern  and  southern  Nicara- 
gua. North  arranged  the  funding  for  Secord 
to  carry  out  these  activities,  directing  third- 
country  and  private  contributions  to  Secord 
that  previously  went  to  Calero.  These  funds 
were  later  augmented  by  the  diversion  from 
the  Iranian  arms  sales  that  North,  with  Ad- 
miral John  Poindexter's  approval,  initiated. 
Financed  by  contributions  and  the  diver- 
sion, the  Secord  group  purchased  and  ope- 
rated five  airplanes,  built  an  emergency 
airstrip  in  Costa  Rica,  maintained  an  air 
maintenance  facility  and  a  warehouse  in  an- 
other Central  American  country,  and  hired 
pilots  and  crew  to  fly  the  air  drop  missions. 
They  also  purchased  weapons  and  ammuni- 
tion in  Europe  and  delivered  them  to  Central 
America  for  use  by  the  Contras  in  the  south 
and  north.  North  called  the  organization 
"Project  Democracy."  Secord  and  his  part- 
ner, Albert  Hakim,  referred  to  it  as  the  En- 
terprise. 
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The  Enterprise,  though  nominally  private, 
functioned  as  a  secret  arm  of  the  NSC  staff 
in  conducting  the  covert  program  in  Nicara- 
gua. While  Secord  controlled  the  operational 
decisions  of  the  Enterprise,  North  remained 
in  overall  charge  of  the  Contra  support  pro- 
gram. He  set  the  priorities  and  enlisted  the 
support  of  an  Ambassador,  Central  Intelli- 
gence Agency  (CIA)  officials,  and  military 
personnel  to  carry  out  the  air  resupply  opera- 
tion. He  dealt  with  crises  as  they  arose,  some- 
times on  a  daily  basis.  In  carrying  on  these 
tasks,  North  had  the  unqualified  support  of 
Admiral  Poindexter,  who  had  replaced  Rob- 
ert McFarlane  as  National  Security  Adviser 
in  December  1985. 

The  efforts  of  the  NSC  staff  and  the  Enter- 
prise to  carry  out  a  government  function 
with  a  makeshift  covert  organization  were, 
however,  dogged  by  problems  from  the  be- 
ginning. The  Enterprise's  aircraft  were  in 
poor  condition  and  the  group  had  to  over- 
come numerous  tactical  problems  in  carry- 
ing out  its  mission.  While  the  Enterprise 
conducted  routine  air  drops  in  northern 
Nicaragua,  it  was  not  able  to  begin  a  regular 
air  drop  operation  in  the  south  until  late 
summer  of  1986 — at  a  time  when  both 
Houses  of  Congress  had  voted  to  authorize 
the  CIA  to  resume  its  support  for  the  Con- 
tras  with  appropriated  funds  and  when  the 
Enterprise  was  trying  to  sell  its  assets  to  the 
CIA.  The  operation  ended  abruptly  in  Octo- 
ber 1986  when  the  plane  that  Eugene  Hasen- 
fus  was  on  was  shot  down  while  on  a  mission 
to  drop  supplies  to  the  Contras  in  Nicaragua. 

Before  that  and  for  more  than  2  years,  the 
NSC  staff  had  secretly  achieved  what  Con- 
gress had  openly  disapproved  in  the  Boland 
Amendment — an  extensive  program  of  mili- 
tary support  for  the  Contras.  The  Boland 
Amendment  operated  as  a  restraint  on  dis- 


closure, not  on  action,  as  the  NSC  staff 
placed  policy  ends  above  the  law. 


THE  ENTERPRISE'S  MISSION  IS 
EXPANDED 

On  June  12,  1985,  the  House  passed  a  bill 
approving  $27  million  in  humanitarian  as- 
sistance to  the  Contras,  paving  the  way  for 
final  approval  and  signature  by  the  President 
in  August  1985.  While  that  vote  virtually 
ensured  that  the  Contras  would  have  ade- 
quate food,  medical  supplies,  and  other 
provisions,  it  also  strictly  limited  the  money 
to  nonmilitary  uses. 

The  provision  of  covert  military  assistance 
remained  the  secret  business  of  the  NSC 
staff.  In  the  summer  of  1985,  articles  ap- 
peared in  the  press  speculating  about  the  role 
of  the  NSC  staff  in  assisting  the  Contras  and 
Congress  began  inquiring  of  the  National  Se- 
curity Adviser  whether  this  was  true.  Yet,  at 
this  very  time,  the  NSC  staff  decided  to  ex- 
tend its  covert  program  to  include  a  system 
for  resupplying  Contras  in  the  field.  Some  of 
the  Contras  fighting  within  Nicaragua  were 
as  many  as  30  days  away  by  land  from  border 
areas.  To  keep  them  supplied  and  to  encour- 
age other  fighters  to  move  from  border  sanc- 
tuaries to  Nicaragua,  a  capacity  to  make 
aerial  drops  of  ammunition  and  other  sup- 
plies was  essential. 

In  early  July,  North  held  a  meeting  in 
Miami  of  Contra  leaders  and  members  of 
Secord's  group  to  arrange  for  what  Con- 
gress had  refused  to  fund — the  air  resupply 
of  lethal  material  for  the  Contra  forces  in- 
side Nicaragua.  Present  were  North,  FDN 
leader  Adolfo  Calero,  Enrique  Bermudez, 
the  FDN  military  commander,  Secord,  and 
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his  associates,  Thomas  Clines  and  Rafael 
Quintero. 

North  began  the  meeting  with  an  expres- 
sion of  a  loss  of  confidence  in  the  way  the 
FDN  was  handling  the  donated  funds  he  had 
directed  to  the  FDN.  North's  solution, 
though  not  unveiled  at  the  meeting,  was  to 
have  Secord  and  his  group  take  over  the  pro- 
curement function  for  the  Contras.  As  Rob- 
ert Owen,  North's  courier,  testified,  "I  think 
he  and  General  Secord  felt  they  probably 
could  do  a  better  job"  of  handling  the  funds 
than  the  Contras. 

North  had  decided  to  furnish  the  FDN 
directly  with  arms,  air  support,  and  other 
supplies.  He  would  no  longer  leave  to  the 
Contras  the  task  of  spending  their  own 
money  on  these  goods  and  services.  Almost 
immediately  after  the  Miami  meeting,  Se- 
cord's  partner,  Albert  Hakim,  established 
the  Lake  Resources  account  in  Geneva,  Swit- 
zerland, and  thereafter  virtually  all  donated 
funds  were  directed  by  North  to  the  Lake 
Resources  account  in  Switzerland,  not 
Calero's  accounts.  The  Secord  group — the 
Enterprise — would  no  longer  function  sim- 
ply as  an  arms  broker  from  which  Calero 
would  purchase  the  arms.  With  the  contribu- 
tions, it  would  make  all  the  decisions  on 
arms  purchases  and  supply  the  Contras  with 
the  weapons  and  the  other  support  they 
needed,  without  receiving  from  the  Contras 
payment  for  the  arms. 

The  participants  in  the  Miami  meeting 
also  agreed  on  the  need  to  open  a  Southern 
front.  With  the  FDN,  the  principal  Contra 
force,  operating  in  the  North,  the  Sandinistas 
could  concentrate  their  military  forces  on  the 
Northern  front.  Forcing  the  Nicaraguans  to 
fight  a  two-front  war  by  building  up  a  Contra 
force  in  the  South  was  elemental  military 
strategy.  Calero,  however,  continued  to  con- 


centrate his  resources  on  his  own  organiza- 
tion in  the  North,  the  FDN. 


THE  NEW  HUMANITARIAN  AID 

As  the  Enterprise  began  implementing  the 
plans  laid  in  Miami,  the  Contras  received  a 
boost  from  Washington.  On  August  8,  1985, 
President  Reagan  signed  legislation  author- 
izing $27  million  in  humanitarian  aid  to  the 
Contras.  For  the  first  time  since  May  1984, 
the  Contras  would  receive  U.S.  Government 
funding  as  well  as  intelligence  support  from 
the  CIA.  Although  the  Boland  Amendment 
remained  in  effect,  new  legislation  specified 
that  the  Amendment  did  not  prohibit  ex- 
changing information  with  the  Contras. 

The  legislation  prohibited  the  CIA  or  the 
Department  of  Defense  (DOD)  from  admin- 
istering the  new  humanitarian  funds  and  re- 
quired that  the  President  ensure  that  any 
assistance  "is  used  only  for  the  intended  pur- 
pose and  is  not  diverted"  for  the  acquisition 
of  military  hardware.  The  State  Department 
was  chosen  to  administer  the  aid.  By  execu- 
tive order  signed  on  August  29,  1985,  the 
President  created  the  Nicaraguan  Humani- 
tarian Assistance  Office  (NHAO)  in  the  State 
Department. 

The  State  Department  was  reluctant  to  ac- 
cept this  responsibility.  The  Department  had 
no  experience  and  lacked  the  organization  to 
feed  and  provide  for  the  daily  needs  of 
troops.  To  run  NHAO,  Secretary  George  P. 
Shultz  tapped  Ambassador  Robert  Duem- 
ling,  a  seasoned  diplomat,  but  with  no  prior 
experience  in  administering  an  aid  program. 
Secretary  Shultz  cautioned  Duemling  to  ad- 
minister the  aid  not  only  with  "enthusiasm" 
but  also  with  "care."  Ambassador  Duemling 
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found  the  program  difficult  to  administer 
from  the  start. 


Preparations  for  the  Resupply 
Operation 

In  the  beginning  of  August,  Secord  met  with 
North  and  others  to  discuss  the  steps  neces- 
sary to  establish  the  resupply  program.  First, 
a  logistics  organization  consisting  of  aircraft, 
spare  parts,  maintenance,  communications, 
and  trained  personnel  had  to  be  set  up.  For 
that,  Secord  turned  to  former  Air  Force  Lt. 
Col.  Richard  Gadd,  who  since  his  retirement 
from  the  military  in  1982  had  been  provid- 
ing, through  a  private  business,  air  support 
to  the  Pentagon. 

The  second  task  was  to  obtain  a  secure 
operating  base  from  which  the  aircraft  could 
launch  their  missions.  For  this,  Quintero,  on 
Secord's  instructions,  consulted  with  the 
Contra  leaders  and  chose  a  military  airbase 
in  a  Central  American  country  [El  Salvador] 
("The  Airbase").  Secord  and  North  con- 
curred in  this  choice. 

Finally,  Secord  concluded  that  to  establish 
a  sustained  air  resupply  operation  on  the 
Southern  front,  an  emergency  airstrip  was 
necessary  in  the  South.  North  suggested  to 
Secord  Santa  Elena  in  the  northwest  corner 
of  Costa  Rica,  which  North  believed  could 
also  be  used  as  a  covert  secondary  operating 
base  for  resupply  to  the  Southern  front. 


U.S.  SUPPORT  FOR  THE  COVERT 
OPERATION 

The  plans  made  in  Miami  for  a  resupply  ope- 
ration and  a  Southern  front  could  not  have 


been  implemented  without  the  active  support 
of  U.S.  Government  officials. 

In  July  1985,  almost  immediately  after  the 
Miami  meeting,  North  asked  Lewis  Tambs, 
the  newly  appointed  Ambassador  to  Costa 
Rica,  to  help  open  a  Southern  front  for  the 
Contras,  a  request  that  Poindexter  approved. 
Tambs  agreed  without  consulting  Secretary 
Shultz.  Later  that  summer,  North  specifi- 
cally asked  for  Tambs'  help,  as  well  as  that 
of  CIA  Chief  Tomas  Castillo,  to  facilitate  the 
construction  and  use  of  the  airfield. 

North  testified  that  he  had  received  autho- 
rization from  Director  of  Central  Intelli- 
gence William  J.  Casey  to  bring  Castillo  into 
the  resupply  operation.  Moreover,  according 
to  North,  the  airstrip  was  discussed  in  the 
Restricted  Interagency  Group  on  Central 
American  Affairs,  which  consisted  of,  among 
others,  North,  the  Chief  of  the  Central 
American  Task  Force  (CATF)  at  the  CIA 
and  the  group's  chairman,  Elliott  Abrams, 
Assistant  Secretary  of  State  for  Inter- Ameri- 
can Affairs.  Abrams  acknowledged  the  dis- 
cussions, but  testified  that  he  believed 
"private  benefactors,  as  we  used  to  call  them, 
were  building  the  airstrip." 


The  Airfield  Is  Planned 

On  August  10,  1985,  North  flew  to  Costa 
Rica  where  he  met  with  Castillo  and  Tambs. 
North  and  Castillo  discussed  the  establish- 
ment of  a  secret  airbase  that  would  permit 
moving  all  Contra  military  operations  inside 
Nicaragua  for  resupply  by  air.  Castillo  and 
Tambs  then  worked  to  achieve  the  establish- 
ment of  the  airfield  and  air  resupply  depot 
for  the  Contra  forces.  Castillo  reported  these 
developments  to  the  Chief  of  the  CATF  at 
CIA  headquarters.  The  Chief  replied  that  he 
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was  pleased  with  these  developments  but  he 
"emphasize[d]"  to  Castillo  that  neither  the 
CIA  nor  DOD  could  "become  involved  di- 
rectly or  indirectly"  in  the  project. 

The  Airbase  Is  Secured 

Once  the  Airbase  in  the  other  Central 
American  country  was  selected  as  the  most 
desirable  main  base  for  the  air  resupply  ope- 
ration, North  also  took  the  necessary  steps  to 
obtain  host-government  approval,  which  re- 
quired the  assistance  of  other  U.S.  Govern- 
ment officials.  North's  notebooks  reflect  that 
on  September  10,  1985,  he  met  with  Col. 
James  Steele,  a  U.S.  Military  Group  Com- 
mander stationed  in  Central  America,  and 
Donald  Gregg,  Vice  President  Bush's  Na- 
tional Security  Adviser.  Among  the  dis- 
cussion topics  North  listed  was  a  "Calero/ 
Bermudez  visit  to  [the  Airbase]  to  establish] 
log[istical]  support/maint[enance],"  as  well 
as  other  possible  locations  for  the  resupply 
base.  Gregg,  however,  testified  that  he  did 
not  know  of  the  resupply  operation  prior  to 
the  summer  of  1986. 

Securing  suitable  aircraft  that  the  Enter- 
prise could  afford  proved  difficult.  In  the 
summer  of  1985,  North  met  with  both  Se- 
cord  and  Calero  on  the  most  immediate  air- 
craft needs  of  the  FDN  and  the  resupply 
operation.  They  decided  that  their  first  need 
was  a  C-7  Caribou,  a  twin-engine  propeller 
aircraft  capable  of  carrying  a  5,000-pound 
cargo  over  a  900-mile  range.  By  November 
1985,  Gadd,  whose  task  it  was  to  locate  and 
purchase  the  airplanes,  had  found  three  sur- 
plus C-123  airplanes  belonging  to  a  Latin 
American  Air  Force.  Gadd  had  earlier 
formed  Amalgamated  Commercial  Enter- 
prises (ACE),  a  shelf  company  registered  in 
Panama,  to  hold  title  to  the  aircraft.  ACE 


was  owned  equally  by  Gadd  and  Southern 
Air  Transport  of  Miami,  which  was  to  pro- 
vide maintenance  and  other  logistical  sup- 
port. 

The  logistics  director  of  the  Latin  Ameri- 
can Air  Force  was  unwilling  to  sell  the  air- 
planes— whose  use  was  for  military 
transport — to  Gadd  without  a  sign  of  official 
U.S.  Government  approval.  So,  Gadd  turned 
to  North  for  assistance,  who  decided  to  inter- 
cede in  an  effort  to  obtain  the  airplanes. 
North  told  Gadd  and  Secord  that  he  re- 
quested both  Robert  McFarlane  and  the 
State  Department's  assistance.  On  Novem- 
ber 15,  North  indicated  in  his  notebook  that 
he  called  "Elliott"  "re  call  to  [the  Latin 
American  country]"  for  the  purpose  of  tell- 
ing [that  country]  that  "ACE  is  OK." 
Abrams,  however,  denied  any  knowledge  of 
the  planes  belonging  to  the  Latin  American 
country's  Air  Force.  In  addition,  North 
asked  Vince  Cannistraro,  a  colleague  at  the 
NSC,  to  intercede  with  the  Latin  American 
country.  Nonetheless,  the  Government  of 
the  Latin  American  country  did  not  approve, 
and  the  Enterprise  had  to  look  elsewhere. 


Country  3  Comes  Through 

More  third-country  money  was  needed  to 
support  the  Contras.  McFarlane  had  barred 
a  return  to  Country  2,  and  John  K.  Singlaub 
had  since  the  end  of  1984  been  trying  unsuc- 
cessfully to  obtain  money  from  Country  3 
[Taiwan]. 

In  the  summer  of  1985,  North  turned  to 
Gaston  Sigur,  a  Senior  Director  for  Far  East- 
ern and  Asian  Affairs  on  the  NSC  staff,  to 
seek  his  assistance  with  Country  3.  Accord- 
ing to  Sigur,  North  told  him  that  it  was  an 
"emergency   situation,"   and   that   he   and 
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McFarlane  were  aware  that  Country  3 
"might  have  an  interest  in  giving  some  assist- 
ance, financial  assistance  in  the  humanitar- 
ian area  to  the  Contras."  North,  too,  testified 
that  he  had  gone  to  Sigur  with  the  knowl- 
edge, and  approval,  of  McFarlane.  McFar- 
lane testified  to  the  contrary,  claiming  that 
he  was  "firm"  with  North  "in  saying  to  him 
absolutely  no  participation  by  you  or  any 
other  staff  member  in  any  kind  of  approach 
to  this  country." 

Sigur  recalled  that  when  North  asked  him 
to  set  up  the  meeting,  he  inquired,  "[N]ow 
everything  here  is  quite  legal?"  to  which 
North  replied,  "[0]h  yes,  we  have  checked 
all  that  out  and  there  is  no  question  about 
that." 

Sigur  met  with  a  Country  3  official  and, 
without  mentioning  any  specific  amount  of 
money,  learned  that  the  representative 
needed  "to  go  back  to  his  home  government 
on  it."  The  same  day,  Sigur  went  to  McFar- 
lane and  told  him  that  any  contribution 
from  Country  3  would  have  to  be  made  di- 
rectly through  U.S.  Government  channels. 
According  to  Sigur,  "Mr.  McFarlane's  re- 
sponse to  that  was  that  this  is  not  possible, 
that  cannot  be  done,  and  so  I  saw  that  as 
the  end  of  that,  and  I  told  Colonel  North 
about  it." 

North  was  not  deterred.  He  asked  Sigur  to 
arrange  a  face-to-face  meeting  with  the 
Country  3  representative.  At  the  ensuing 
meeting  at  the  Hay-Adams  Hotel  in  the  fall 
of  1985,  North  told  the  Country  3  repre- 
sentative that  "this  country  [U.S.]  would  be 
very  grateful  if  they  were  to  make  the  contri- 
bution." North's  plea  was  successful.  Some- 
time later,  the  Country  3  official  responded 
with  a  $1  million  contribution  in  "humani- 
tarian" assistance.  North  then  sent  Owen  to 
give  the  official  an  envelope  containing  the 


Swiss  bank  number  of  the  Enterprise's  Lake 
Resources  account.  The  $1  million  was 
transferred  to  Lake  Resources  and  another 
$1  million  followed  in  the  early  months  of 
1986. 


The  Link  With  NHAO 

Without  the  knowledge  of  its  supervisors, 
the  Nicaraguan  Humanitarian  Assistance 
Office  (NHAO)  program  was  used  to  further 
the  Enterprise's  activities.  Robert  Owen  be- 
came the  first  link  between  NHAO  and  the 
covert  operation.  In  mid-September  1985, 
Owen  applied  to  Ambassador  Duemling  for 
a  position  in  the  humanitarian  aid  office. 
North  recommended  Owen  as  a  "can  do" 
person  "who  knows  the  scene,"  but  Dueml- 
ing declined  to  hire  him. 

Duemling  still  refused  to  hire  Owen  even 
after  the  three  directors  of  the  United  Nica- 
raguan Opposition  (UNO) — Calero,  Arturo 
Cruz,  and  Alfonso  Robelo — wrote  Dueml- 
ing requesting  Owens  help.  North,  however, 
continued  to  press  for  Owen's  employment. 
At  a  Restricted  Interagency  Group  meeting 
on  October  1 1 ,  North  complained  about  the 
October  10  NHAO  resupply  flight  im- 
pounded by  Central  American  authorities, 
claiming  that  it  would  never  have  happened 
if  Owen  had  been  working  for  NHAO.  Only 
then  did  Duemling  relent  and  agree  to  fund 
a  UNO  contract  with  Owen's  company,  the 
Institute  for  Democracy,  Education  and  As- 
sistance, Inc.  (IDEA),  to  assist  in  disbursing 
the  humanitarian  aid. 

North  exploited  Owen's  new  position  by 
using  his  trips,  funded  by  humanitarian  aid 
dollars,  to  transfer  and  receive  information 
about  the  Contra  war  and  the  fledgling  res- 
upply operation.  Following  his  trips  to  Cen- 
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tral  America,  Owen  would  submit  two  re- 
ports— one  to  NHAO  describing  humanitar- 
ian services  performed  and  another  to  North 
describing  his  activities  in  coordinating  le- 
thal aid.  The  grant  agreement  with  the  State 
Department  barred  Owen  from  performing 
"any  service"  related  to  lethal  supply  "dur- 
ing the  term  of  this  grant." 


NEW  LEGISLATION- 
CONGRESSIONAL  SUPPORT 
INCREASES 

On  November  21,  1985,  the  Senate  agreed  to 
a  conference  report  on  the  Intelligence  Au- 
thorization Bill  providing  two  significant 
Contra  support  measures:  the  CIA  was 
granted  additional  money  to  provide  com- 
munications equipment  to  the  Contras  and 
the  bill  specifically  provided  that  the  State 
Department  was  not  precluded  from  solicit- 
ing third  countries  for  humanitarian  assist- 
ance. The  U.S.  Government  was  still  barred 
from  expending  funds  to  provide  lethal  as- 
sistance to  the  Contras  but,  according  to 
North,  "the  instructions  were  to  bite  off"  a 
little  at  a  time  and  start  moving  back  toward 
full  support." 

In  December  1985,  Poindexter,  just  appointed  as 
National  Security  Adviser,  took  a  quick  trip 
through  Central  America,  ostensibly  to  meet  re- 
gional leaders  but  actually  to  assure  them  that 
the  U.S.  intended  to  "pursue  a  victory"  against 
the  Sandinistas,  according  to  a  memo  by  North. 
Poindexter  was  also  briefed  on  the  secret  Santa 
Elena  airstrip  being  built  in  Costa  Rica.  Poindex- 
ter said  he  told  the  President  about  the  airstrip 
when  he  got  back. 


Legislative  Plans  and  a  New 
Finding 

At  a  January  10,  1986,  NSC  meeting,  the 
first  in  15  months  on  Nicaragua,  the  Presi- 
dent heard  the  views  of  his  advisers.  CIA 
Director  Casey  described  a  buildup  of  Soviet 
weaponry  and  increasing  Sandinista  repres- 
sion in  Nicaragua;  Admiral  William  J. 
Crowe,  Jr.,  discussed  the  inability  of  the  De- 
partment of  Defense  to  provide  logistical  as- 
sistance that  the  Contras  badly  needed;  and 
Secretary  Shultz  voiced  his  approval  for  re- 
sumption of  Congressional  funding  for  a  cov- 
ert program.  The  President  ended  the 
meeting  by  instructing  his  advisers  to  pre- 
pare to  go  back  to  Congress  with  a  request 
for  full  funding  ($100  million)  of  a  covert 
action  program. 

A  week  after  the  meeting,  the  President 
signed  a  new  Finding  on  Nicaragua,  con- 
solidating what  had  been  separate  Findings 
governing  various  aspects  of  the  program. 
The  Finding  authorized  the  CIA  to  imple- 
ment the  newly  granted  aid  and  to  establish 
the  communications  network  for  which  Con- 
gress had  just  provided  funding. 


The  Resupply  Operation  Begins 

In  January  1986,  the  plans  set  in  motion  by 
North  in  the  fall  of  1985  were  beginning  to 
give  shape  to  the  resupply  operation.  Gadd 
recruited  flight  crews,  agreed  with  Southern 
Air  Transport  that  it  would  handle  all  air- 
craft maintenance,  and  purchased  the  first 
aircraft,  a  C-7  Caribou.  A  team  was  also  sent 
to  Santa  Elena  and  construction  of  the  air- 
strip began  in  earnest.  Moreover,  the  prob- 
lem of  secure  communications  was  solved 
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with  the  help  of  the  National  Security 
Agency. 

According  to  North,  both  Casey  and  Poin- 
dexter  had  told  him  to  seek  some  type  of 
secure  communications  support.  North 
turned  to  the  National  Security  Agency  for 
secure  communications  equipment. 

The  National  Security  Agency  provided 
KL-43  encryption  devices  to  North.  On  Jan- 
uary 15,  North  gave  KL-43s  to  the  principal 
members  of  the  covert  operation:  Secord, 
Gadd,  Steele,  Castillo,  Quintero,  and  Wil- 
liam Langton,  president  of  Southern  Air 
Transport.  North  also  put  a  device  in  his 
office  at  the  Old  Executive  Office  Building. 
Each  month  newly  keyed  material  was  dis- 
tributed to  the  group  to  enable  them  to  com- 
municate with  each  other  in  a  secure 
manner. 

Throughout  January  1986,  North  also 
pursued  discussions  with  Steele  and  CIA  re- 
presentatives about  arrangements  for  using 
the  Airbase  and  for  establishing  the  airstrip 
at  Santa  Elena.  North's  notebooks  indicate  a 
series  of  telephone  conversations  with  Steele 
relating  to  obtaining  the  permission  of  Cen- 
tral American  officials  for  the  resupply  air- 
craft to  operate  from  the  Airbase. 

During  that  same  period,  North  wrote  to 
Poindexter  that  General  John  Galvin,  Com- 
mander of  U.S.  Southern  Command,  was 
"cognizant  of  the  activities  under  way  in 
both  Costa  Rica  and  at  [the  Airbase]  in  sup- 
port of  the  DRF  [Democratic  Resistance 
Force]."  North  added,  "Gen.  Galvin  is  en- 
thusiastic about  both  endeavors." 

In  February,  after  consultation  with  En- 
rique Bermudez  and  various  commanders 
connected  with  the  Southern  front,  North 
and  Secord  decided  to  deliver  approximately 
90,000  pounds  of  small  arms  and  ammuni- 


tion geared  for  airdrop  to  the  FDN,  which 
also  could  be  delivered  to  the  Southern  front. 
This  was  the  first  delivery  of  arms  that  North 
and  Secord  provided  to  the  Contras  without 
payment  from  them  and  out  of  funds  that 
had  been  contributed  directly  to  the  Enter- 
prise. 

Yet  by  February,  supply  problems  still 
plagued  the  operation.  There  was  only  one 
plane  at  the  Airbase,  and  it  was  damaged.  On 
its  arrival  flight,  the  C-7  plane  had  developed 
mechanical  problems.  The  crew  jettisoned 
spare  parts,  and  even  training  manuals,  but 
the  plane  crash-landed  nonetheless. 

Faced  with  the  Contras'  requests  for  res- 
upply and  lacking  aircraft  to  perform  the  job, 
North  sought  to  deliver  arms  to  the  Contra 
soldiers  using  aircraft  that  had  been  chart- 
ered by  NHAO  to  take  humanitarian  sup- 
plies from  the  United  States  to  Central 
America. 

In  February  1986,  North  called  Gadd  at 
home  and  told  him  to  charter  an  NHAO 
flight  from  New  Orleans  to  the  Airbase  in 
Central  America.  Once  the  plane  arrived  at 
the  Airbase,  it  was  directed  to  an  FDN  base 
where  ammunition  and  lethal  supplies  were 
loaded  and  airdropped  to  the  FDN.  NHAO 
later  refused  to  pay  for  the  portion  of  the 
charter  that  covered  the  delivery  of  lethal 
supplies. 

In  the  South,  however,  the  Contra  forces 
remained  without  necessary  supplies. 


Lethal  Deliveries  Begin 

By  the  end  of  March  1986,  the  C-7  Caribou 
aircraft  was  operating  and  flights  finally 
began  to  ferry  lethal  and  nonlethal  supplies 
for  the  FDN  in  the  North.  But  the  problem 
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of  resupplying  the  Southern  front  remained. 

On  March  28,  Owen  wrote  to  North  that 
he,  Steele,  Rodriguez,  and  Quintero  reached 
a  consensus  on  what  steps  had  to  be  taken  to 
successfully  resupply  the  South:  lethal  and 
nonlethal  supplies  should  be  stockpiled  at 
the  Airbase;  the  Caribou  or  better  yet  a  C- 
123  should  load  at  the  Airbase,  deliver  to  the 
South,  and  refuel  at  Santa  Elena  on  the  re- 
turn to  the  Airbase;  and  the  Southern  Air 
Transport  L-100  should  be  used  until  Santa 
Elena  was  prepared  to  refuel  the  C-7  and 
C-123. 

While  Gadd  completed  the  purchase  of  a 
second  C-7  Caribou  and  the  first  C-123  in 
early  April,  North  responded  to  the  growing 
needs  of  the  southern  forces.  Between  early 
April  and  April  11,  North  coordinated  virtu- 
ally every  aspect  of  the  first  drop  of  lethal 
supplies  into  Nicaragua  by  way  of  the  South- 
ern front.  He  was  in  regular  communication 
with  Secord  and  others  to  ensure  that  the 
drop  was  successful.  KL-43  messages  among 
the  planners  involved  in  this  drop  show  both 
the  level  of  detail  in  which  North  was  con- 
cerned and  the  coordination  among  various 
U.S.  Government  agencies  to  ensure  that  the 
drop  succeeded.  The  first  message,  from 
North  to  Secord,  established  the  essential 
elements  of  the  drop: 


The  unit  to  which  we  wanted  to  drop  in  the 
southern  quadrant  of  Nicaragua  is  in  desperate 
need  of  ordnance  resupply.  .  .  .  Have  therefore 
developed  an  alternative  plan  which  [Chief  of 
the  CIA's  CATF]  has  been  briefed  on  and  in 
which  he  concurs.  The  L-100  which  flies  from 
MSY  [New  Orleans]  to  [an  FDN  base]  on 
Wednesday  should  terminate  it's  NHAO  mis- 
sion on  arrival  at  [the  FDN  base].  At  that 
point  it  should  load  the  supplies  at  [the  Air- 
base]  which — theoretically  [the  CIA's  Chief  of 


Station  in  the  Central  American  country]  is 
assembling  today  at  [the  FDN  base] — and  take 
them  to  [the  Airbase].  These  items  should  then 
be  transloaded  to  the  C-123.  ...  On  any  night 
between  Wednesday,  Apr  9,  and  Friday,  Apr 
11  these  supplies  should  be  dropped  by  the 
C-123  in  the  vicinity  of  [drop  zone  inside 
Nicaragua].  The  A/C  shd  penetrate  Nicaragua 
across  the  Atlantic  Coast.  ...  If  we  are  ever 
going  to  take  the  pressure  off  the  northern 
front  we  have  got  to  get  this  drop  in — quickly. 
Please  make  sure  that  this  is  retransmitted  via 
this  channel  to  [Castillo],  Ralph,  Sat  and 
Steele.  Owen  already  briefed  and  prepared  to 
go  w/  the  L-100  out  of  MSY  if  this  will  help. 
Please  advise  soonest. 

Secord  and  Gadd  arranged  to  lease  the 
L-100  plane  from  Southern  Air  Transport. 
Secord  transmitted  the  following  instruc- 
tions to  Quintero  on  April  8: 

CIA  and  Goode  [North's  code  name]  report 
Blackys  [a  Southern  front  military  comman- 
dante]  troops  in  south  in  desperate  fix.  There- 
fore, [CIA's  Chief  of  Station  in  a  Central 
American  country]  is  supposed  to  arrange  for 
a  load  to  come  from  [the  FDN  base]  to  [the 
Airbase]  via  LI 00  tomorrow  afternoon.  .  .  . 
Notify  Steele  we  intend  to  drop  tomorrow  nite 
or  more  like  Thurs  nite.  .  .  .  Meanwhile,  con- 
tact [Castillo]  via  this  machine  and  get  latest 
on  DZ  [drop  zone]  coordinates  and  the  other 
data  I  gave  you  the  format  for.  .  .  .  CIA  wants 
the  aircraft  to  enter  the  DZ  area  from  the  At- 
lantic. .  .  . 

On  April  9,  Secord  relayed  to  North  that 
"all  coordination  now  complete  at  [the  Air- 
base]  for  drop — [Castillo]  has  provided  the 
necessary  inputs."  After  the  Southern  mili- 
tary commanders  relayed  the  drop  zone  in- 
formation to  Castillo's  communications 
center,  Castillo  sent  a  cable  to  the  Chief  of 
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the  CATF  at  CIA  headquarters,  requesting 
flight  path  information,  vectors  based  on  the 
coordinates  of  the  drop  zone,  and  hostile  risk 
evaluation  to  be  passed  to  the  crew.  CIA 
headquarters  provided  the  information,  as  it 
did  on  three  other  occasions  that  spring. 

After  Secord's  April  9  message,  the  L-100 
arrived  and  was  loaded  with  a  considerable 
store  of  munitions  for  airdrop  to  the  South 
on  April  10.  Castillo  had  provided  the  loca- 
tion of  the  drop  zone  to  Quintero,  and  Steele 
told  the  Southern  Air  Transport  crew  how  to 
avoid  Sandinista  radar.  Despite  North's  in- 
tricate planning,  the  L-100  was  unable  to 
locate  the  Contra  forces.  The  maiden  flight 
to  the  Southern  front  had  failed. 

On  April  11,  the  L-100  tried  again,  air- 
dropping more  than  20,000  pounds  of  lethal 
supplies  inside  Nicaragua.  This  was  the  first 
successful  drop  to  the  southern  forces.  Be- 
fore the  plane  left,  Steele  checked  the  loading 
of  the  cargo,  including  whether  the  assault 
rifles  were  properly  padded. 


THE  RESUPPLY  OPERATION  STEPS  UP 
ITS  ACTIVITIES 

While  the  April  1 1  mission  to  the  South  was 
the  only  successful  airdrop  in  that  region,  the 
air  resupply  operation  was,  by  April,  operat- 
ing regular,  almost  daily,  supply  missions  for 
the  FDN  in  the  North.  Most  missions  deliv- 
ered supplies  from  the  main  FDN  base  to  the 
FDN's  forward-operating  positions.  Other 
flights  dropped  lethal  cargo  to  units  operat- 
ing inside  Nicaragua.  Many  of  these  flights 
were  helped  informally  by  CIA  field  officers 
on  the  ground,  who  prepared  flight  plans  for 
aerial  resupply  missions,  brief  the  air  crews 
on  Nicaraguan  antiaircraft  installations,  and 


provided  minor  shop  supplies  to  the  mechan- 
ics. On  one  occasion,  the  CIA  operations  of- 
ficer at  an  FDN  base  flew  Ian  Crawford,  a 
loadmaster  for  the  resupply  operation,  in  a 
CIA  helicopter  with  lethal  supplies  on  board 
over  the  border  area  so  Crawford  could  see 
where  he  and  his  crew  were  airdropping 
cargo  three  to  four  times  daily.  However,  the 
resupply  operation  was  not  without  prob- 
lems. Poor  maintenance  hampered  the  per- 
formance of  the  aircraft  and  a  lack  of  a 
closely  knit  organization  contributed  to  the 
Enterprise's  troubles. 

Secord  took  another  step  to  overcome  the 
resupply  problems.  He  recruited  Col.  Robert 
Dutton  to  manage  the  resupply  operation  on 
a  daily  basis.  Secord  knew  Dutton  from  their 
active  duty  together  in  the  U.S.  Air  Force, 
where  Dutton  had  considerable  experience 
in  managing  covert  air  resupply  operations. 
Gadd's  role  was  phased  out  and  on  May  1, 
Dutton,  retiring  from  the  Air  Force,  was 
placed  in  operational  command  of  the  resup- 
ply operation,  reporting  to  Secord,  and  in- 
creasingly over  time,  directly  to  North  on  all 
operational  decisions  of  consequence. 

At  the  outset,  Secord  emphasized  to  Dut- 
ton that  the  air  program  would  receive  very 
little  in  the  way  of  additional  funding.  Dut- 
ton was  instructed  to  manage  the  operation 
with  existing  equipment  and  conserve  re- 
sources carefully  as  the  money  provided  was 
all  "donated." 

When  Dutton  took  over,  he  traveled  to 
Central  America  to  assess  the  operation. 
There  were  approximately  19  pilots,  load- 
masters  and  maintenance  operators  at  the 
Airbase.  In  addition,  Felix  Rodriguez  and 
his  associate  Ramon  Medina  coordinated 
with  the  Commander  and  oversaw  the  local 
fuel  account.  Dutton  also  examined  the  air- 
craft— two    C-7s,     one    C-123,     and    the 
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Maule — and  found  that,  indeed,  they  were  in 
"very  poor  operating  condition." 

The  resupply  operation  at  the  Airbase 
maintained  a  warehouse  stocked  with  an  as- 
sortment of  munitions — light  machine  guns, 
assault  rifles,  ammunition,  mortars,  gre- 
nades, C-4  explosive,  parachute  rigging,  un- 
iforms, and  other  military  paraphernalia. 
The  crews  lived  in  three  safe  houses  and 
used  a  separate  office  with  maps  and  com- 
munications equipment.  By  May,  the  Santa 
Elena  airstrip,  along  with  emergency  fuel 
storage  space  and  temporary  housing,  was 
finished. 

Because  Secord  (and  later  North)  had 
impressed  on  Dutton  the  need  for  strict  ac- 
countability given  the  limited  nature  of  the 
donated  funds,  Dutton  enforced  a  stringent 
set  of  accounting  requirements:  Expendi- 
tures had  to  be  carefully  documented  and 
all  missions  fully  reported.  Moreover,  Dut- 
ton devised  an  organization,  based  on  a 
military  hierarchy,  that  delineated  each  per- 
son's role  and  responsibility.  Dutton  also 
defined  the  legal  constraints  on  the  organi- 
zation as  he  had  understood  from  Secord: 
no  Contra  combatants  could  be  airdropped 
into  battle.  These  new  requirements  of  ac- 
countability, reporting,  and  organization 
were  followed  for  the  remaining  life  of  the 
operation. 

Despite  these  impending  changes,  North 
wrote  to  Poindexter  expressing  his  weariness 
and  warning  that  without  Congressional  au- 
thorization for  CIA  involvement,  "we  will 
run  increasing  risks  of  trying  to  manage  this 
program  from  here  with  the  attendant  physi- 
cal and  political  liabilities.  I  am  not  com- 
plaining, and  you  know  that  I  love  the  work, 
but  we  have  to  lift  some  of  this  onto  the  CIA 
so  that  I  can  get  more  than  2-3  hrs.  of  sleep 
at  night." 


The  Southern  Front  Resupply 

On  May  24,  1986,  the  day  after  Dutton  left 
Central  America,  another  planeload  of  mu- 
nitions, paid  for  by  the  Enterprise  arrived  at 
the  Airbase  for  the  Southern  front.  Because 
the  FDN  was  reluctant  to  make  arms  availa- 
ble to  the  independent  southern  Contra 
forces,  North  and  Secord  decided  in  April 
1986  that  arms  and  other  supplies  would 
now  be  stored  under  the  control  of  the  Enter- 
prise at  the  Airbase.  This  second  direct  ship- 
ment of  arms  to  the  Airbase  to  be  delivered 
to  the  Southern  front  was  part  of  the  new 
plan.  Together  with  the  late  April  shipment, 
there  were  now  more  than  $  1  million  in  arms 
at  the  Airbase  available  for  airdrop  to  the 
Southern  front  forces. 

The  warehouse,  however,  was  not  large 
enough  to  accommodate  the  new  munitions. 
Dutton  had  to  ask  the  Commander  for  per- 
mission to  expand  the  warehouse,  while 
seeking  North's  approval  for  the  additional 
cost  of  construction.  After  the  Commander 
authorized  the  expansion,  North  relayed  to 
Secord  his  approval  for  construction  to  pro- 
ceed. 

With  new  arms  and  an  expanded  ware- 
house, Dutton  had  the  material  to  deliver  to 
the  Southern  front.  However,  while  regular 
deliveries  with  the  C-7  continued  to  the 
FDN  in  the  North,  no  flights  were  being 
made  to  the  South.  North  told  Dutton  that 
the  Southern  forces  were  adding  150  new 
recruits  a  day,  but  that  they  had  neither 
enough  weapons  for  the  fighters  nor  enough 
medicine  to  treat  the  growing  problem  of 
mountain  leprosy. 

On  June  2,  Castillo  called  North  and  told 
him  that  drops  to  the  southern  units  were 
needed  as  soon  as  possible.  Castillo  advised 
North  that  Quintero  had  all  the  necessary 
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vector  information  to  make  the  drops.  Fol- 
lowing Castillo's  request,  two  deliveries  were 
prepared  for  the  South  totalling  about  39,000 
pounds,  and  on  June  9,  after  coordinating 
with  Castillo  the  location  and  needs  of  the 
Southern  troops,  the  C-123  airplane  tried  to 
make  an  air  drop.  However,  the  plane  could 
not  locate  the  troops  inside  Nicaragua,  and 
when  it  landed  at  the  Santa  Elena  airstrip,  it 
got  stuck  in  the  mud. 

The  stuck  plane  caused  consternation  at 
the  U.S.  Embassy  in  Costa  Rica.  The  month 
before,  Oscar  Arias  had  been  inaugurated  as 
the  new  President  of  Costa  Rica.  The  new 
Costa  Rican  Government  had  told  Ambassa- 
dor Tambs  that  it  had  instructed  that  the 
airstrip  not  be  utilized.  Tambs,  in  turn,  told 
Castillo  to  notify  North  and  Udall  Corpora- 
tion that  the  airstrip  had  to  be  closed.  Now 
Tambs  was  faced  with  explaining  to  Presi- 
dent Arias  why  a  munitions-laden  airplane 
was  stuck  in  the  mud  at  Santa  Elena.  A  plan 
was  devised  by  Tambs,  Castillo,  and  others 
at  the  U.S.  Embassy  to  borrow  trucks  from 
a  nearby  facility  to  free  the  aircraft,  but  the 
plane  was  able  to  take  off  before  the  plan 
could  be  carried  out. 

The  needs  of  the  FDN  still  had  to  be  met. 
On  June  10,  North  met  with  Calero  who 
requested  that  the  Caribou  planes  fly  more 
missions  inside  Nicaragua.  The  Enterprise 
was  just  about  to  purchase  additional  arms 
for  the  FDN.  However,  the  most  pressing 
need,  North  wrote  to  Poindexter,  was  neither 
money  nor  arms,  but  rather:  "to  get  the  CIA 
re-engaged  in  this  effort  so  that  it  can  be 
better  managed  than  it  now  is  by  one  slightly 
confused  Marine  Lt.  Col."  North  further  re- 
ported to  Poindexter  that  "several  million 
rounds  of  ammo  are  now  on  hand  .  .  .  Criti- 
cally needed  items  are  being  flown  in  from 
Europe  to  the  expanded  warehouse  facility  at 


[the  Airbase].  At  this  point,  the  only  liability 
we  still  have  is  one  of  Democracy,  Inc.'s  air- 
planes is  mired  in  the  mud  (it  is  the  rainy 
season  down  there)  on  the  secret  field  in 
Costa  Rica." 

Despite  the  difficulties,  North  wanted  to 
continue  to  airdrop  supplies,  especially  to  the 
South.  As  soon  as  the  C-123  was  freed  from 
the  mud,  it  embarked  on  another  mission 
with  a  full  lethal  load  for  the  southern 
troops.  But  this  time,  fog  covered  a  moun- 
tain, and  William  Cooper,  the  chief  pilot  for 
the  resupply  operation,  hit  the  top  of  a  tree, 
knocking  out  an  engine.  After  the  plane 
reached  the  drop  zone,  Cooper  could  not  lo- 
cate the  troops. 

Communicating  by  KL-43,  North  told 
Castillo  that  to  facilitate  further  airdrops  to 
the  southern  forces,  he  had  "asked  Ralph 
[Quintero]  to  proceed  immediately  to  your 
location.  I  do  not  think  we  ought  to  contem- 
plate these  operations  without  him  being  on 
scene.  Too  many  things  go  wrong  that  then 
directly  involve  you  and  me  in  what  should 
be  deniable  for  both  of  us." 


ALTERNATIVE  FUNDING  SOURCES: 
NORTH'S  RESPONSE  TO 
CONGRESSIONAL  ACTION 

The  Administration  continued  to  seek  an  ap- 
propriation for  the  CIA  to  resume  its  pro- 
gram of  covert  assistance  to  the  Contras.  In 
early  May,  according  to  Poindexter,  the 
President  told  him,  "If  we  can't  move  the 
Contra  package  before  June  9,  I  want  to  fig- 
ure out  a  way  to  take  action  unilaterally  to 
provide  assistance."  Poindexter  wrote  his 
deputy,  Donald  Fortier,  "The  President  is 
ready  to  confront  the  Congress  on  the  Con- 
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stitutional  question  of  who  controls  foreign 
policy.  .  .  .  George  [Shultz]  agrees  with  the 
President  that  we  have  to  find  some  way  and 
we  will  not  pull  out." 

North,  who  received  a  copy  of  Poindex- 
ter's  PROF  note,  responded  immediately 
with  a  suggestion:  The  Contras  should  cap- 
ture some  territory  inside  Nicaragua  and  set 
up  a  provisional  government.  The  President 
would  respond  by  recognizing  the  Contras  as 
the  true  government  and  provide  support. 
Asked  by  Poindexter  whether  he  had  talked 
to  Casey  about  his  plan,  North  replied,  "Yes, 
in  general  terms.  He  is  supportive,  as  is  Elli- 
ott [Abrams].  It  is,  to  say  the  least,  a  high 
risk  option — but  it  may  be  the  only  way  we 
can  ever  get  this  thing  to  work." 


The  Money:  Third  Country 
Assistance 

By  the  end  of  April  1986,  the  Contras'  fund- 
ing needs  were  critical.  North  told  Fortier: 
"We  need  to  explore  this  problem  urgently 
or  there  won't  be  a  force  to  help  when  the 
Congress  finally  acts."  The  same  day,  North 
wrote  to  McFarlane  that  "the  resistance  sup- 
port acct.  is  darned  near  broke,"  and  asked 
for  assistance  in  filling  the  gap: 


of  Contra  aid.  This  time,  Singlaub  wanted  to 
be  sure  that  he  would  receive  the  official  U.S. 
"signal"  these  countries  had  previously  told 
him  was  a  condition  to  their  aid.  Before  he 
traveled  to  Countries  3  and  5,  Singlaub  spoke 
to  Elliott  Abrams  at  the  State  Department 
and,  according  to  Singlaub,  explained  that  he 
wanted  to  know  "how  the  U.S.  would  send 
a  signal."  Singlaub  testified  that  Abrams  told 
him  that  he  (Abrams)  would  send  the  signal. 
Singlaub  arrived  in  Country  3,  but  before 
he  could  meet  with  his  contact,  Abrams  told 
him  to  stop  the  plan.  When  Singlaub  and 
Abrams  later  met,  Singlaub  testified  that 
Abrams  told  him  that  the  solicitation  was 
"going  to  be  handled  by  someone  at  the  high- 
est level."  Singlaub  assumed  that  it  would  be 
someone  from  the  White  House,  although 
Abrams  never  gave  him  a  specific  name. 
However,  Abrams  disputed  Singlaub's  testi- 
mony. While  acknowledging  that  he  spoke  to 
Singlaub  about  Singlaub's  proposed  solicita- 
tion, Abrams  testified  that  he  never  agreed  to 
provide  to  Singlaub  a  U.S.  Government  sig- 
nal for  the  solicitation.  Abrams'  account  is 
supported  by  the  testimony  of  Richard  Mel- 
ton, at  the  time  Director  of  the  Office  of 
Central  American  Affairs  at  the  State  De- 
partment, who  was  present  during  Abrams' 
conversations  with  Singlaub. 


Any  thoughts  where  we  can  put  our  hands  on 
a  quick  S3-5M?  Gaston  [Sigur]  is  going  back 
to  his  friends  who  have  given  $2M  so  far  in 
hopes  that  we  can  bridge  things  again,  but  time 
is  running  out  along  w/  the  money. 


An  Aborted  Solicitation 

Despite  North's  reference  to  "Gaston,"  it 
was  not  Gaston  Sigur,  but  Singlaub  who 
went  to  the  Far  East  in  May  1986  in  search 
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The  May  16,  1986,  NSPG  Meeting 

On  May  16,  1986,  the  President  and  his  ad- 
visers discussed  the  issue  of  obtaining  funds 
from  third  countries.  In  a  memorandum  to 
the  President  for  the  National  Security  Plan- 
ning Group  (NSPG)  meeting,  North  sug- 
gested three  ways  to  "bridge  the  gap"  in 
funding:  (1)  a  reprogramming  of  funds  from 
DOD  to  the  CIA  ($15  million  in  humanitar- 


ian  aid);  (2)  a  Presidential  appeal  for  private 
donations  by  U.S.  citizens;  and  (3)  a  "direct 
and  very  private  Presidential  overture  to  cer- 
tain Heads  of  State."  The  last  source  of  funds 
would,  as  North  put  it,  eliminate  the  need 
"to  endure  further  domestic  partisan  politi- 
cal debate." 

Director  Casey  opened  the  meeting  and 
explained  the  Contras'  needs.  The  good 
news,  he  told  the  President,  was  that  the 
Contras  had  infiltrated  more  troops  into 
Nicaragua  than  ever  before,  and  the  troops 
were  now  being  resupplied  by  air.  The  "bad 
news"  was  that  the  Resistance  was  operating 
under  the  assumption  that  it  would  receive 
new  funding  at  the  end  of  May.  Only  $2 
million  remained  from  the  humanitarian  as- 
sistance appropriation. 

Later  in  the  discussion,  Secretary  Shultz 
returned  to  the  Contras'  need  for  funds. 
Noting  the  unlikelihood  of  an  immediate 
Congressional  appropriation  and  the  im- 
probability that  the  intelligence  committees 
could  be  persuaded  to  reprogram  funds,  Sec- 
retary Shultz  suggested  that  third  countries 
be  approached  for  humanitarian  aid.  North 
added  that  the  Intelligence  Authorization 
Act  of  1986  permitted  the  State  Department 
to  approach  other  governments  for  non-mili- 
tary aid. 

No  one  at  the  meeting  discussed  the  fact 
that  Country  2  had  already  given  $32  million 
to  the  Contras,  including  a  $24  million  dona- 
tion committed  to  the  President  personally. 
Nor  was  it  mentioned  that  several  Far  East- 
ern countries  had  been  approached  for  dona- 
tions or  that  Country  3  had  given  $2  million 
only  6  months  earlier.  Instead,  Shultz  was 
instructed  to  prepare  for  review  by  the  Presi- 
dent a  list  of  countries  that  could  be  solicited. 

Later  that  day,  North  told  Poindexter  that 
the  urgency  of  the  need  had  lessened:  The 


Enterprise  had  that  day  received  the  last  $5 
million  of  the  $15  million  arms  sales  to  Iran. 
North  wrote  Poindexter:  "You  should  be 
aware  that  the  resistance  support  organiza- 
tion now  has  more  than  $6  million  available 
for  immediate  disbursement.  This  reduces 
the  need  to  go  to  third  countries  for  help." 
North  later  testified  that  he  wrote  the  mes- 
sage because  "it  was  important  he  [Poindex- 
ter] understand  that  Secretary  Shultz  didn't 
need  to  go  out  that  afternoon  and  go  ask  for 
additional  help."  Poindexter  testified  that  he 
understood  the  $6  million  to  which  North 
referred  was  coming  from  the  Iranian  arms 
sales,  but  he  did  not  tell  the  President  the  $6 
million  was  available.  North  testified  that  as 
he  was  leaving  the  NSPG  meeting,  he  men- 
tioned to  Poindexter  that  Iran  was  supplying 
$6  million  for  the  Contras,  but  that  he  did 
not  know  whether  he  was  overheard. 

North  wrote  Poindexter  that  he  did  not 
know  whether  all  those  present  at  the  NSPG 
meeting,  such  as  Chief  of  Staff  Donald 
Regan,  knew  of  "my  private  U.S.  operation." 
On  the  other  hand,  North  noted  to  Poindex- 
ter, "the  President  obviously  knows  why  he 
has  been  meeting  with  several  select  people 
to  thank  them  for  their  'support  for  Democ- 
racy' in  Cent  Am." 

North  also  realized  that  disclosure  of  a 
significant  sum  of  money  earmarked  for 
Contra  support,  but  only  made  possible  by 
arms  sales  to  Iran,  could  prove  politically 
embarrassing. 

Poindexter  approved  North's  recommen- 
dation to  seek  the  $15  million  reprogram- 
ming  and  responded  to  his  concerns:  "Go 
ahead  and  work  up  the  paper  needed  for  the 
$15M  reprogramming. ...  I  understand  your 
concerns  and  agree.  I  just  didn't  want  you  to 
bring  it  up  at  NSPG.  I  guessed  at  what  you 
were  going  to  say.  Don  Regan  knows  very 
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little  of  your  operation  and  that  is  just  as 
well." 

Meanwhile,  the  concerns  that  prompted 
North's  silence  at  the  May  16  NSPG  meeting 
persisted:  Who  knew  about  the  secret  aid 
third  countries  had  given  earlier?  In  the  prior 
2  years,  members  of  the  NSC  staff  had  ap- 
proached several  countries  for  financial  as- 
sistance to  the  Contras.  Of  these,  two  had 
provided  funds  or  other  forms  of  assistance. 
Those  solicitations  were  made  without  the 
knowledge  of  the  Secretary  of  State  and 
other  senior  diplomatic  officials. 

The  December  amendment  expressly  pro- 
vided that  solicitations  for  humanitarian  aid 
were  not  precluded.  Now,  Secretary  Shultz 
and  others  were  discussing  making  ap- 
proaches to  countries  that  had  already  con- 
tributed. Poindexter  and  North  became 
concerned  that  their  prior  actions  would  be 
uncovered. 

North  recommended  that  Poindexter  and 
McFarlane  meet  to  discuss  "how  much  Sec 
Shultz  does  or  does  not  know  abt  [Country 
2  and  3]  so  that  we  don't  make  any  mis- 
takes." Poindexter  declined  to  follow 
North's  advice:  "To  my  knowledge  Shultz 
knows  nothing  about  the  prior  financing.  I 
think  it  should  stay  that  way." 

Nonetheless,  McFarlane  informed  Secre- 
tary Shultz.  As  the  Secretary  described  the 
event,  on  June  16,  1986,  he  received  a  tele- 
phone call  on  a  secure  phone  from  McFar- 
lane, who  had  by  then  been  out  of  the 
Government  for  approximately  6  months.  In 
a  conversation  that  occurred  completely  out 
of  context  and  long  after  the  donation  had 
been  made,  McFarlane  told  Secretary  Shultz 
about  the  Country  2  donation  to  the  Contras. 

Soon  thereafter,  Abrams  recommended 
Brunei  as  a  likely  country  from  which  to  seek 
humanitarian  assistance  for  the  Contras.  As 


Poindexter  put  it,  "[t]hey  have  lots  of 
money."  Brunei  also  qualified  for  another 
reason.  The  Secretary  of  State  did  not  want 
to  be  beholden  to  any  country  that  was  a 
recipient  of  U.S.  aid.  Brunei  was  not.  Origi- 
nally, the  Secretary  of  State  was  to  make  the 
approach  during  a  meeting  with  the  Sultan  of 
Brunei  in  June.  Before  Secretary  Shultz  left, 
Abrams  asked  North  for  a  Contra  account  to 
which  the  money  could  be  sent.  North  di- 
rected his  secretary  to  prepare  an  index  card 
with  the  account  number  on  it.  North  told 
Abrams  that  the  account  was  controlled  by 
the  Contras  and  Abrams  so  informed  Secre- 
tary Shultz.  Following  Poindexter's  instruc- 
tions, North  did  not  reveal  that  the  NSC  staff 
"had  access  to  the  accounts."  North  gave  the 
index  card  to  Abrams,  who  gave  it  to  the 
Secretary  of  State.  The  Secretary  decided, 
however,  that  he  would  discuss  the  general 
issue  of  Central  America  with  the  Sultan  but 
that  he  would  not  make  an  actual  solicita- 
tion. The  card  was  not  used  on  that  trip. 

On  August  8,  1986,  Abrams  met  in  Lon- 
don with  a  representative  of  the  Government 
of  Brunei.  In  an  unusual  occurrence  for 
Abrams,  he  traveled  under  an  alias.  The  two 
men  first  met  at  a  London  hotel,  then  walked 
in  a  nearby  park  where  Abrams  requested 
$10  million  in  bridge  financing  for  the  Con- 
tras. Asked  by  the  official  what  Brunei  would 
receive  in  return,  Abrams  responded,  "Well, 
.  .  .  the  President  will  know  of  this,  and  you 
will  have  the  gratitude  of  the  Secretary  and 
of  the  President  for  helping  us  out  in  this 
jam."  The  official  persisted,  asking,  "What 
concrete  do  we  get  out  of  this?"  Abrams  re- 
sponded, "You  don't  get  anything  concrete 
out  of  it."  Abrams  then  gave  the  account 
number  that  he  had  received  from  North  to 
the  Brunei  official. 

Although  the  Sultan  of  Brunei  eventually 
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transferred  the  $10  million,  the  funds  never 
reached  the  account  for  which  they  were  in- 
tended. North  testified  that  he  had  intended 
to  give  Abrams  the  number  of  the  Lake  Re- 
sources account  controlled  by  Secord  and 
Hakim,  but  the  account  numbers  had  been 
inadvertently  transposed  by  North  or  by  his 
secretary,  Fawn  Hall. 


Felix  Rodriguez  Becomes 
Disaffected 

Shortly  after  North  traveled  to  Central 
America  in  late  April  1986,  Rodriguez  de- 
cided to  leave  Central  America.  Rodriguez 
testified:  "I  don't  know  if  I  got  a  sixth  feeling 
or  something,  but  after  I  saw  the  people  in 
there,  I  didn't  feel  comfortable  with  it  and  I 
thought  we  had  better  leave."  Rodriguez  in- 
formed Steele,  citing  fatigue  as  the  reason  for 
his  departure. 

Rodriguez  met  with  Vice  President  Bush 
in  Washington  on  May  1.  He  had  arranged 
the  meeting  through  the  Vice  President's  Na- 
tional Security  Adviser,  Donald  Gregg.  The 
appointment  scheduling  memo  for  the  meet- 
ing states:  "To  brief  the  Vice  President  on  the 
status  of  the  war  in  [El  Salvador]  and  resup- 
ply  of  the  Contras."  Members  of  the  Vice 
President's  staff  gave  conflicting  testimony 
over  how  this  description  was  printed  on  his 
schedule.  Sam  Watson,  the  Vice  President's 
Deputy  National  Security  Adviser,  testified 
that  the  memo  was  inaccurate,  and  that  he 
did  not  provide  the  description.  Phyllis 
Byrne,  the  secretary  who  typed  the  memo, 
testified  that  Watson  had  given  her  the  de- 
scription. 

In  the  Old  Executive  Office  Building  on 
his  way  to  the  Vice  President's  office,  Ro- 
driguez stopped  by  to  tell  North  he  was  leav- 


ing the  operation.  Rodriguez  said  North 
asked  him  to  remain  in  Central  America,  but 
he  ignored  the  request.  Escorted  by  Gregg 
and  Watson,  Rodriguez  then  met  with  the 
Vice  President. 

Before  Rodriguez  could  tell  the  Vice  Presi- 
dent that  he  was  leaving  Central  America, 
North  arrived  and  told  the  Vice  President 
about  the  good  job  Rodriguez  was  doing. 
Embarrassed  to  tell  the  Vice  President  he 
was  going  to  leave,  Rodriguez  left  the  meet- 
ing without  discussing  his  resignation,  and 
eventually  returned  to  Central  America.  Ro- 
driguez testified  that  "at  no  point  in  any  of 
this  conversation  did  I  ever  mention  doing 
anything  that  was  remotely  connected  to 
Nicaragua  and  the  contras."  Moreover,  for- 
mer Senator  Nicholas  Brady,  who  was  also 
present  at  the  meeting,  testified  that  the  res- 
upply  operation  was  not  discussed. 

Rodriguez  stayed  in  Central  America,  but 
his  relationship  with  Dutton  became  increas- 
ingly strained.  According  to  Dutton,  they 
disagreed  on  how  the  operation  should  be 
run.  At  the  same  time,  North  had  his  own 
reservations  that  Rodriguez  was  "something 
of  a  loose  cannon"  who  might  reveal  the  ope- 
ration. 

Rodriguez  was  summoned  to  meet  with 
North  and  Dutton  in  Washington  on  June 
25.  Rodriguez  testified  that  at  the  end  of  the 
meeting,  he  asked  to  see  North  alone.  Ro- 
driguez told  North  that  he  had  learned  "that 
people  are  stealing  here,"  in  particular 
Thomas  Clines,  a  former  associate  of  Edwin 
Wilson.  Rodriguez  expressed  his  concerns 
that  arms  were  being  sold  at  inflated  prices. 
North  disputed  Rodriguez's  conclusions  and 
told  Rodriguez  that  Clines  was  a  patriot,  and 
that  he  was  not  buying  equipment,  only  help- 
ing to  transport  the  goods.  In  fact,  none  of 
the  arms  furnished  to  the  FDN  and  the 
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Southern  front  since  Rodriguez  became  in- 
volved in  the  operation  were  sold  to  the  Con- 
tras.  Instead,  the  Enterprise  purchased  arms 
with  money  obtained  from  the  arms  sales  to 
Iran  and  private  U.S.  donors. 

At  the  close  of  the  meeting,  according  to 
Rodriguez,  North  made  one  last  comment. 
Congress  was  voting  that  day  on  the  $100- 
million  Contra  aid  legislation,  and  the  tele- 
vision in  North's  office  carried  the  floor 
debate.  According  to  Rodriguez,  North 
looked  at  the  television  and  said:  "Those 
people  want  me  but  they  cannot  touch  me 
because  the  old  man  loves  my  ass."  North 
did  not  recall  that  part  of  his  conversation 
with  Rodriguez.  That  meeting  was  the  last 
between  the  two. 


New  Legislation 

On  June  25,  1986  the  House  approved  the 
Administration's  request  for  $100  million  in 
Contra  aid.  The  $100  million  aid  package 
marked  the  first  time  in  more  than  2  years 
that  the  House  had  voted  to  provide  lethal 
assistance  to  the  Contras.  By  June  1986, 
North  had  established  air  resupply  to  both 
the  Northern  and  Southern  fronts.  The  En- 
terprise had  succeeded  in  flying  lethal  mate- 
rial to  the  Contra  fighters  inside  Nicaragua; 
even  Americans  in  the  employ  of  North's 
organization  were  flying  into  that  country, 
all  financed  by  donated  funds  and  proceeds 
from  the  Iranian  arms  sales  overseen  by 
North.  None  of  North's  activities  were  dis- 
closed to  Congress  in  advance  of  the  House 
vote.  Only  1  month  later,  before  the  aid  bill 
had  been  signed,  Poindexter  would  write  to 
Congress  that  the  NSC  was  complying  with 
the  letter  and  spirit  of  the  Boland  Amend- 
ment. 


Selling  the  Assets  to  the  CIA 

With  the  House  vote  in  June,  North's  hopes 
to  reengage  the  CIA  in  Nicaragua  were  on 
the  verge  of  being  realized.  North  was  in- 
creasingly occupied  with  the  Iran  arms  ini- 
tiative, and  he  was  anxious  to  give  the  Contra 
resupply  operation  back  to  the  CIA.  But 
North  wanted  the  Enterprise  to  recoup  its 
investment,  and  urged  the  CIA  to  buy  the 
assets  of  the  resupply  operation  in  Central 
America. 

Secord  had  Dutton  prepare  a  plan  to  pre- 
sent to  the  CIA.  North  wrote  to  Poindexter: 

We  are  rapidly  approaching  the  point  where 
the  PROJECT  DEMOCRACY  [PRODEM] 
assets  in  CentAm  need  to  be  turned  over  to 
CIA  for  use  in  the  new  program.  The  total 
value  of  the  assets  (six  aircraft,  warehouses, 
supplies,  maintenance  facilities,  ships,  boats, 
leased  houses,  vehicles,  ordnance,  munitions, 
communications  equipment,  and  a  6520'  run- 
way on  property  owned  by  a  PRODEM  pro- 
prietary) is  over  S4.5M. 

All  of  the  assets — and  the  personnel — are 
owned/paid  by  overseas  companies  with  no 
U.S.  connection.  All  of  the  equipment  is  in  first 
rate  condition  and  is  already  in  place.  It  wd  be 
ludicrous  for  this  to  simply  disappear  just  be- 
cause CIA  does  not  want  to  be  "tainted"  with 
picking  up  the  assets  and  then  have  them 
spend  S8-10M  of  the  S100M  to  replace  it- 
weeks  or  months  later.  Yet,  that  seems  to  be 
the  direction  they  are  heading,  apparently 
based  on  NSC  guidance. 

If  you  have  already  given  Casey  instructions  to 
this  effect,  I  wd  vy  much  like  to  talk  to  you 
about  it  in  hopes  that  we  can  reclaim  the  issue. 
All  seriously  believe  that  immediately  after  the 
Senate  vote  the  DRF  [Nicaraguan  Democratic 
Resistance]  will  be  subjected  to  a  major  San- 
dinista  effort  to  break  them  before  the  U.S.  aid 
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can  become  effective.  PRODEM  currently  has 
the  only  assets  available  to  support  the  DRF 
and  the  CIA's  most  ambitious  estimate  is  30 
days  after  a  bill  is  signed  before  their  own  as- 
sets will  be  available.  This  will  be  a  disaster  for 
the  DRF  if  they  have  to  wait  that  long.  North 
predicted  "disaster"  if  his  plan  was  not  fol- 
lowed. 


The  plan  drafted  by  Dutton  at  Secord's 
request  offered  two  options.  The  first  was  to 
sell  the  assets  of  the  organization  to  the  CIA 
at  cost;  the  second  would  continue  the  opera- 
tion on  behalf  of  the  CIA  for  a  monthly  fee. 
The  plan  indicated  a  preference  for  a  sale 
because  the  funds  generated  would  permit 
the  Enterprise  to  engage  in  other  covert  ac- 
tion projects:  "[W]e  prefer  option  I  with  the 
proceeds  from  the  sale  going  back  into  a  fund 
for  continued  similar  requirements." 

North  testified  that  the  idea  to  sell  the  En- 
terprise's assets  to  the  CIA  was  Director 
Casey's. 

Concluding  his  efforts  to  "sell"  the  pro- 
ject, North  offered  to  send  Poindexter  a  copy 
of  Dutton's  "prospectus,"  or,  as  he  wrote, 
"the  PROJECT  DEMOCRACY  status  re- 
port. It  is  useful,  nonattributable  reading." 

Poindexter  responded  that  he  had  not 
given  Casey  any  "guidance"  against  the  sale 
and,  indeed,  that  he  approved  of  North's 
plan.  Poindexter  explained  that  he  had  told 
CIA  Deputy  Director  Robert  Gates  "the  pri- 
vate effort  should  be  phased  out,"  but  he 
agreed  with  North  and  asked  him  to  talk  to 
Casey  about  the  plan  to  sell  Project  Democ- 
racy to  the  CIA. 

Clair  George,  the  CIA  Deputy  Director 
for  Operations,  testified  that  North  asked 
him  to  buy  the  aircraft,  but  that  he  declined 
because  their  use  in  private  resupply  could 
result  in  criticism  of  the  CIA.  "I  wouldn't 


buy  those  planes  if  they  were  the  last  three 
planes  in  Central  America,"  he  said. 

Through  the  summer,  the  people  running  the  re- 
supply  operation  continued  to  bicker,  and  an  ar- 
gument developed  over  who  really  owned  the 
airplanes.  In  August,  Felix  Rodriguez  even 
"made  off  with  an  airplane,"  North  complained  in 
one  memo.  The  arguments  back  and  forth 
brought  the  operation  to  a  halt  for  a  short  time, 
until  the  warring  parties  reached  an  uneasy  truce, 
mediated  by  Colonel  Steele. 

During  the  fall  of  1986,  problems  con- 
tinued in  the  resupply  operation,  but  some 
success  on  both  the  Northern  and  Southern 
fronts  was  finally  achieved.  The  resupply  op- 
eration delivered  more  than  1 80,000  pounds 
of  lethal  supplies  to  the  Southern  front  in 
September  alone. 

In  late  August,  North  attended  a  Re- 
stricted Interagency  Group  meeting  at  which 
the  Chief  of  the  CATF  and  others  were  asked 
what  steps  the  airlift — i.e.,  according  to 
North,  the  "covert  operation  being  con- 
ducted by  this  government  to  support  the 
Nicaraguan  Resistance" — should  take  now 
that  the  CIA  was  due  to  assume  control. 
According  to  North,  he  described  at  that 
meeting  the  activities  in  which  the  Enterprise 
was  engaged  and  sought  approval  from  the 
Restricted  Interagency  Group  to  continue 
until  the  CIA  could  take  over.  While  the 
Chief  of  CATF  acknowledged  that  North 
discussed  airdrops  to  the  Contras,  he  testified 
that  he  did  not  recall  North  discussing  "his 
full  service  covert  action  program." 

On  August  22,  Dutton  met  with  Quintero 
and  devised  a  new  plan  for  Southern  front 
resupply  that  he  presented  to  North:  The 
initial  arrival  over  the  drop  zone  should  be  at 
dusk;  once  the  zone  has  been  identified  by  the 
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pilots,  repeated  sequential  drops  would  be 
made  in  the  evening  without  communication 
to  the  troops.  Castillo  agreed  with  the  plan, 
as  did  Steele.  North  also  approved  it. 

On  September  4,  North  met  with  Poindex- 
ter.  North  asked  Poindexter  for  the  "go/no 
go"  on  sequential  air  deliveries  to  the  South- 
ern forces.  Shortly  afterwards,  North  told 
Secord  to  implement  the  new  drop  plan  and 
conduct  a  "force  feed"  operation  to  the  South 
where  all  supplies  would  be  delivered  sequen- 
tially in  accordance  with  Dutton's  plan. 

On  September  9,  Dutton  flew  with  the 
crew  in  the  second  C-123  (now  operational) 
inside  southern  Nicaragua  to  attempt  a  le- 
thal drop  to  the  troops  Castillo  had  identi- 
fied. But  this  mission  was  unable  to  locate  the 
troops,  prompting  Dutton  to  propose  to 
North  using  two  aircraft  on  each  mission  to 
increase  delivery  potential  once  troops  were 
located  and  to  protect  against  increased  San- 
dinista  antiaircraft  fire.  Dutton  also  asked 
North  for  help  on  weather  information  and 
troop  location.  North  approved  the  use  of 
two  aircraft  and  told  Dutton  to  obtain 
weather  information  from  Steele,  and  that  he 
would  speak  to  Castillo  about  troop  loca- 
tions. North  cautioned  Dutton  not  to  person- 
ally fly  inside  Nicaragua  again:  The 
operation  could  not  afford  the  exposure  if  the 
plane  were  shot  down  inside  Nicaragua  with 
Col.  Robert  Dutton  at  the  controls. 

The  pace  of  delivery  stepped  up.  The  re- 
supply  operation  was  finally  becoming  effec- 
tive only  weeks  before  the  CIA  would  be 
back  in  the  business.  On  September  11,  a 
lethal  drop  was  successfully  made  to  the 
South  using  the  C-123  while  the  C-7  deliv- 
ered more  arms  for  the  FDN  in  the  northern 
regions.  Dutton  reported  the  success  of  the 
southern  delivery  to  North.  On  the  12th, 
three  aircraft  made  more  deliveries:  a  C-123 


delivered  10,000  pounds  to  the  South  and  a 
C-7  and  a  Maule  delivered  to  the  FDN.  Sep- 
tember 13  was  "a  red  letter  day,"  Dutton 
wrote  to  North.  All  five  aircraft  flew  at  the 
same  time,  with  lethal  loads  dropped  in  both 
the  North  and  South.  "The  surge  is  now  in 
full  force,"  Dutton  relayed  to  North.  The 
plan  at  last  was  working. 

Things  were  going  so  well  that  Dutton  ad- 
vised North  that  an  additional  $20,000  in 
cash  was  needed  for  the  fuel  fund  and  that 
the  "C-123  is  now  armed  with  HK-2 1/7.62 
machine  gun  on  the  aft  ramp,  bring  on  the 
MI-24  [attack  helicopter]."  In  fact,  before 
Dutton  returned  to  Washington,  he  could 
report  to  North  that  "all  troops  should  now 
have  equipment.  Will  stand  by  for  direction 
from  [Castillo].  He  already  told  us  not  to 
send  any  more  to  [a  Southern  commandante] 
for  a  while.  Never  thought  we  would  hear 
that." 

The  "hand-to-mouth"  operation  that  had 
limped  along  on  limited  resources  for  so  long 
had,  with  the  support  of  certain  individuals, 
finally  delivered  the  goods.  Under  North's 
direction,  Dutton's  operational  control,  Cas- 
tillo's critical  assistance  in  locating,  dispatch- 
ing, and  scheduling  the  needs  of  the  Southern 
troops,  and  Steele's  coordination  with  the 
Commander,  the  South  received  arms,  while 
deliveries  continued  apace  to  the  FDN  in  the 
North.  Indeed,  for  the  rest  of  September,  le- 
thal drops  were  successfully  made  to  both  the 
FDN  and  the  Southern  forces.  North  duly 
reported  the  operation's  success  to  Poindex- 
ter. 

When  Dutton  returned  from  Central 
America  later  that  month,  he  met  with 
North.  North  asked  him  to  arrange  a  1-day 
trip  to  the  region  so  that  he  could  personally 
thank  the  pilots  and  crew.  North  told  him, 
"Bob,  you  will  never  get  a  medal  for  this,  but 
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some  day  the  President  will  shake  your  hand 
and  thank  you  for  it." 

Dutton  had  also  prepared  a  photograph 
album  depicting  the  operation:  the  opera- 
tional bases,  drop  zones,  aircraft,  munitions, 
and  the  crew  replete  with  assault  machine 
guns  and  other  assorted  weapons.  Dutton 
showed  the  album  to  North,  who  liked  it  and 
said  he  wanted  to  show  it  to  "the  top  boss." 
North  testified  that  he  sent  the  album  to 
Poindexter  to  show  to  the  President,  but 
never  heard  further  about  the  album.  Poin- 
dexter testified  that  he  did  not  show  the 
album  to  the  President. 


North  Expands  His  Special 
Operations 

Even  with  the  $100  million  in  appropriated 
funds  becoming  available  in  the  near  future, 
North  tried  to  get  other  aid  for  the  Contras. 
In  May,  Israeli  Defense  Minister  Yitzhak 
Rabin  had  offered  to  provide  Israeli  military 
advisers  for  the  Southern  front.  Although 
nothing  came  of  this  offer,  North  and  Rabin 
met  again  in  September  and  discussed  an  Is- 
raeli transfer  of  Soviet  bloc  weapons  to  the 
Contras.  Rabin  wanted  "to  know  if  we  had 
any  need  for  SovBloc  weaps  and  ammo  he 
could  make  avail."  Rabin  asked  whether 
North's  ship,  the  Erria,  had  left  the  Mediter- 
ranean. When  North  responded  that  it  was  in 
Lisbon,  Rabin  suggested  that  it  dock  at  Haifa 
and  "have  it  filled  w/whatever  they  cd  as- 
semble" of  a  "recently  seized  PLO  shipment 
captured  at  sea." 

Poindexter  sanctioned  the  Israeli  arms 
offer:  "I  think  you  should  go  ahead  and  make 
it  happen.  It  can  be  a  private  deal  between 
Dick  [Secord]  and  Rabin  that  we  bless. 
. . .  Keep  the  pressure  on  Bill  [Casey]  to  make 


things  right  for  Secord."  Later,  Poindexter 
cautioned  "[absolutely  nobody  else  should 
know  about  this.  Rabin  should  not  say  any- 
thing to  anybody  else  except  you  or  me."  On 
September  15,  North  told  Poindexter  that 
"orders  were  passed  to  the  ship  this  morning 
to  proceed  to  Haifa  to  pick  up  the  arms. 
Loading  will  be  accomplished  by  Israeli  mili- 
tary personnel." 

Despite  Poindexter's  caution,  North  later 
recounted  the  offer  in  a  memorandum  brief- 
ing the  President  for  a  visit  from  Israeli 
Prime  Minister  Shimon  Peres.  North  wrote 
that  Prime  Minister  Peres  was  likely  to  raise 
certain  sensitive  issues,  such  as  the  transfer 
of  Soviet  bloc  arms  by  the  Israelis  "for  use  by 
the  Nicaraguan  democratic  resistance." 
North  recommended:  "If  Peres  raises  this 
issue,  it  would  be  helpful  if  the  President 
thanked  him  since  the  Israelis  hold  consider- 
able stores  of  bloc  ordinance  compatible  with 
what  the  Nicaraguan  resistance  now  uses." 
Next  to  this  sentence,  Poindexter  penciled: 
"Rabin.  Very  tightly  held." 

As  another  expansion  of  his  special  opera- 
tions, North  received  an  offer  from  a  third 
party  to  engage  in  sabotage  and  other  activi- 
ties inside  Nicaragua,  to  be  financed  with 
Enterprise  funds  [the  Panamanian  Govern- 
ment]. Poindexter  approved  the  sabatoge 
plan,  but  instructed  North  not  to  become 
involved  in  conspiracy  or  assassinations.  Ac- 
cording to  North,  the  plan  was  never  imple- 
mented because  North  was  dismissed. 


THE  OPERATION  BEGINS  TO 
UNRAVEL:  DISCLOSURE  OF  THE 
AIRSTRIP 

Along  with  others  in  the  Administration, 
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North  had  helped  to  prevent  the  disclosure 
of  his  operation  to  Congress.  The  extent  of 
his  involvement  in  Central  America,  how- 
ever, made  him  open  to  exposure.  Although 
the  U.S.  Congress  was  not  told  of  North's 
role  in  supporting  the  Contras,  Central 
American  governments — including  that  in 
Managua — were  aware  of  it.  Eventually,  one 
of  those  governments  chose  not  to  remain 
silent. 

Early  in  the  morning  on  September  6, 
North  learned  that  a  Costa  Rican  official  was 
threatening  to  hold  a  press  conference  an- 
nouncing the  existence  of  the  Santa  Elena 
airfield  and  alleging  violations  of  Costa 
Rican  law  by  North,  Secord,  and  Udall  Re- 
sources. North  immediately  called  Assistant 
Secretary  Abrams  and  told  him  that  the 
press  conference  had  to  be  stopped,  half  an 
hour  later,  North  had  reached  Ambassador 
Tambs  and  placed  a  conference  call  to 
Abrams. 

President  Arias  was  scheduled  to  visit  the 
United  States,  and  Abrams  "instructed 
Tambs  to  advert  to  the  visit  in  a  way  which 
made  it  clear  to  President  Arias  that  his  visit 
was  at  risk."  Abrams  testified,  "It  was  sup- 
posed to  be  diplomatic,  but  the  message  was 
supposed  to  be  clear."  North's  notes  reflect 
the  idea  of  a  greater  threat  than  the  cancella- 
tion of  a  White  House  visit:  "Conf.  call  to 
Elliott  Abrams  and  Amb.  Lew  Tambs; — Tell 
Arias;  — Never  set  foot  in  W.H.; — Never  get 
5  [cents]  of  $80M  promised  by  McPherson." 
An  hour  or  two  later,  Tambs  had  made  the 
call  (but  did  not  threaten  the  cutoff  of  aid), 
and  the  press  conference  was  cancelled. 

In  his  report  to  Poindexter,  North  exag- 
gerated his  own  role  in  the  crisis.  In  a  PROF 
note,  North  told  Poindexter  he  had  person- 
ally forestalled  the  crisis  by  calling  the  Presi- 
dent of  Costa  Rica  and  threatening  to  cut  off 


aid.  North  conceded  to  Poindexter  that  he 
may  have  overstepped  the  bounds  of  his  au- 
thority: "I  recognize  that  I  was  well  beyond 
my  charter  in  dealing  with  a  head  of  state 
this  way  and  in  making  threats/offers  that 
may  be  impossible  to  deliver."  Poindexter 
responded:  "Thanks,  Ollie,  you  did  the  right 
thing,  but  let's  try  to  keep  it  quiet."  North 
admitted  in  his  testimony  that  he  had  not 
called  President  Arias.  He  claimed,  instead, 
that  the  PROF  message  "was  specifically 
cast  the  way  it  was  to  protect  the  other  two 
parties  engaged." 

The  Costa  Rican  officials  were  delayed  but 
not  deterred  by  the  call.  On  September  25, 
Costa  Rican  authorities  held  a  press  confer- 
ence announcing  the  discovery  of  a  "secret 
airstrip  in  Costa  Rica  that  was  over  a  mile 
long  and  which  had  been  built  and  used  by 
a  Co.  called  Udall  Services  for  supporting  the 
Contras."  Olmstead  was  named  as  the  man 
who  set  up  the  airfield  as  a  "training  base  for 
U.S.  military  advisors." 

The  New  York  Times  picked  up  the  story. 
North,  with  assistance  from  Abrams  and 
others,  drafted  press  guidance  for  the  Ad- 
ministration's response.  The  "guidance,"  ap- 
proved by  Poindexter,  stated  that  the  airstrip 
had  been  offered  to  the  Costa  Rican  Govern- 
ment "by  the  owners  of  the  property  who 
had  apparently  decided  to  abandon  plans  for 
a  tourism  project."  It  concluded:  "No  U.S. 
Government  funds  were  allocated  or  used  in 
connection  with  this  site  nor  were  any  U.S. 
Government  personnel  involved  in  its  con- 
struction. Any  further  inquiries  should  be 
referred  to  the  Government  of  Costa  Rica." 
The  U.S.  Government's  role  in  facilitating 
the  construction  of  the  airfield  was  con- 
cealed. 

At  the  same  time  North  was  promoting 
this  cover  story,  he  suggested  to  Poindexter 
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that  steps  be  taken  to  "punish"  the  Costa 
Rican  Government  for  the  disclosure. 

On  September  30,  North  again  argued  that 
any  attempt  to  benefit  President  Arias 
should  be  quashed:  "Those  who  counsel  such 
a  course  of  action  are  unaware  of  the  strate- 
gic importance  of  the  air  facility  at  Santa 
Elena  and  the  damage  caused  by  the  Arias' 
government  revelations." 


THE  COVERT  OPERATION  ENDS 

The  triumph  of  the  airlift  was  short-lived. 
When  Bill  Cooper  wrote  to  Dutton  in  late 
September  after  another  successful  drop, 
"Ho-Hum,  just  another  day  at  the  office," 
Dutton  warned  him  to  be  careful. 

On  October  5,  a  C-123  left  the  Airbase  at 
9:50  a.m.  local  time  with  10,000  pounds  of 
ammunition  for  a  drop  to  the  FDN  inside 
Nicaragua.  Cooper  was  in  command,  Buzz 
Sawyer  the  co-pilot,  and  Eugene  Hasenfus 
the  loadmaster  who  would  actually  drop  the 
supplies.  An  FDN  fighter  was  also  on  board 
for  radio  communications  to  the  troops  on 
the  ground.  Although  the  mission  was  to 
support  the  northern  FDN  forces,  the  plane 
flew  a  southern  route  to  avoid  Sandinista 
guns. 

First  reports  had  the  plane  missing.  Cas- 
tillo sent  Southern  front  troops  to  look  for 
the  plane  and  Dutton  notified  North's  office 
in  an  attempt  to  mount  a  search  operation. 
Earl  attempted  to  arrange  for  a  U.S.  military 
search  and  rescue  mission,  while  friendly 
governments  in  the  region  also  organized  a 
discreet  search  effort.  Felix  Rodriguez  called 
the  Vice  President's  Deputy  National  Secu- 
rity Adviser  at  his  home,  telling  him  the 
plane  could  not  be  found.  It  was  all  to  no 


avail:  the  plane  had  been  hit  by  a  Sandinista 
SAM-7  over  Nicaraguan  territory.  Three 
crew  members  were  killed.  Only  Hasenfus 
survived,  captured  by  the  Sandinistas. 

Abrams  called  North  and  asked  him  to 
arrange  to  retrieve  the  bodies.  The  State  De- 
partment issued  press  statements  claiming 
no  U.S.  involvement  in  the  mission. 

But  the  Enterprise  had  begun  to  unravel. 
The  bodies  of  the  crew  were  found  bearing 
Southern  Air  Transport  identification  cards. 
The  Federal  Aviation  Administration  and 
the  U.S.  Customs  Service  began  to  investi- 
gate. With  secrecy  no  longer  possible,  the 
resupply  operation  was  shut  down. 


PRESIDENTIAL  AUTHORIZATION  AND 
KNOWLEDGE 

The  President  told  the  Tower  Review  Board 
that  he  did  not  know  that  the  NSC  staff  was 
assisting  the  Contras.  After  the  Tower  Re- 
port was  issued,  the  President  stated  that  pri- 
vate support  for  the  Contras  was  "my  idea." 
In  fact,  the  President  knew  of  the  contribu- 
tions from  Country  2.  According  to  Poindex- 
ter,  the  President's  policy  was  "to  get  what 
support  we  could  from  third  countries." 

In  general,  Poindexter  understood  that  the 
President  wanted  the  NSC  staff  to  support 
the  Contras,  including  encouraging  private 
contributions.  The  President  also  knew,  ac- 
cording to  Poindexter,  that  North  was  the 
chief  staff  officer  on  Central  America  who 
was  responsible  for  carrying  out  the  Presi- 
dent's general  charter  to  keep  the  Contras 
alive.  Poindexter  regularly  reported  to  the 
President  on  the  status  of  the  Contras,  the 
fact  that  they  were  surviving,  and  "in  general 
terms"  North's  role  in  facilitating  their  sur- 
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vival.  As  a  result  of  these  briefings,  Poindex- 
ter  thought  that  the  President  understood 
that  both  he  and  North  were  coordinating 
the  effort  to  support  the  Contras.  Poindexter 
also  believed  the  President  understood  that 
"Col.  North  was  instrumental  in  keeping  the 
Contras  supported  without  maybe  under- 
standing the  details  of  exactly  was  he  was 
doing." 

As  to  the  level  of  detail  provided  to  the 
President  on  the  Contra  support  operation, 
Poindexter  testified  that  he: 

would  not  get  into  details  with  the  President  as 
to  who  was  doing  what.  The  President  knew 
that  there  was  a  Boland  Amendment,  he  knew 
there  were  restrictions  on  the  government.  As 
he  has  said,  I  think,  since  November  of  1986, 
that  he  did  not  feel  that  the  Boland  Amend- 
ment applied  to  his  personal  staff  and  that  that 
was  his  feeling  all  along.  I  knew  that. 

He  knew  the  Contras  were  being  supported, 
and  we  simply  didn't  get  into  the  details  of 
exactly  who  was  doing  what. 

Poindexter  testified  that  on  one  occasion,  he 
briefed  the  President  with  some  specificity 
about  the  Contra  support  program,  but  un- 
derstood that  the  President  did  not  recall  the 
briefing: 

Now,  you  know,  the  President  doesn't  recall 
apparently  a  specific  briefing  in  which  I  laid 
out  in  great  detail  all  of  the  ways  that  we  were 
going  about  implementing  the  President's  pol- 
icy, and  I  frankly  don't  find  that  surprising.  It 
would  not,  frankly,  at  the  time  have  been  a 
matter  of  great  interest  as  to  exactly  how  we 
were  implementing  the  President's  policy. 

Without  getting  to  the  "extraneous  de- 
tail[s]"  of  how  the  President's  policy  was 


being  implemented,  however,  Poindexter 
briefed  the  President  on  the  Santa  Elena  air- 
strip in  Costa  Rica.  Poindexter  testified  that 
in  December  1985,  after  he  returned  from 
Central  America,  he  specifically  briefed  the 
President  about  the  local  assistance  provided 
in  establishing  the  airstrip.  In  addition,  Poin- 
dexter informed  the  President  that  the  "pri- 
vate individuals"  were  also  involved  in 
establishing  the  airstrip.  At  the  same  time, 
Poindexter  excluded  the  "extraneous  detail" 
that  North,  through  Tambs  and  Castillo,  had 
facilitated  the  construction  of  the  airstrip. 
Similarly,  while  Poindexter  thought  that  the 
President  was  aware  of  North's  role  in  sup- 
porting the  Contras,  "it  did  not  include 
something  as  specific  as  directing  Col.  North 
to  conduct  air  supply  operations."  North  tes- 
tified that  he  believed  that  the  President  ap- 
proved his  efforts  to  resupply  the  war.  In 
fact,  his  actions  support  that  belief.  While 
Poindexter  testified  that  he  did  not  show  the 
photograph  album  detailing  the  operation  to 
the  President,  North  testified  that  he  sent  the 
album  to  the  President  through  Poindexter 
and  told  Dutton  that  the  President  would 
thank  Dutton  for  his  efforts. 


CONCLUSION 

Although  the  North-Secord  resupply  opera- 
tion ended  on  a  disastrous  note,  with  the 
shooting  down  of  the  Hasenfus  plane,  North 
had  successfully  managed,  with  the  approval 
of  his  superiors,  the  covert  program  to  assist 
the  Contras  for  almost  2  years.  The  covert 
program  that  North  had  developed  inevita- 
bly created  conflicts  of  loyalties  and  shadings 
of  duties  among  the  persons  whom  he 
coopted  to  assist  him.  Felix  Rodriguez  was  a 
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close  associate  of  Donald  Gregg,  the  Na- 
tional Security  Adviser  to  the  Vice  President. 
Yet  North  instructed  Rodriguez  not  to  tell 
Gregg  that  he  was  secretly  working  for 
North,  and  Rodriguez  testified  that  he  com- 
plied until  the  summer  of  1986.  According  to 
North,  Director  Casey  wanted  to  insulate  the 
CIA's  career  employees  from  North's  opera- 
tion so  that  the  CIA  could  not  be  charged 
with  a  violation  of  the  Boland  Amendment. 
CIA  officials  admitted  that,  far  from  their 
traditional  role,  they  "actively  shunned  in- 
formation. We  did  not  want  to  know  how  the 
Contras  were  being  funded  ...  we  actively 
discouraged  people  from  telling  us  things." 
The  CIA's  attempt  to  remain  uninformed 
failed  as  North  sought  out  the  assistance  of 
CIA  personnel  in  Central  America.  Particu- 
larly after  Congress  amended  the  law  to 
allow  the  CIA  to  exchange  intelligence  with 
the  Contras,  many  flights  undertaken  by  the 
Enterprise  were  reported  by  CIA  field  offices 
to  CIA  headquarters;  and  at  least  one  CIA 
Chief  of  Station  provided  information  neces- 
sary for  the  Enterprise  to  make  accurate  air- 
drops and  avoid  Sandinista  fire. 


A  CIA  Chief  of  Station,  the  U.S.  Ambas- 
sador to  Costa  Rica,  and  other  operatives — 
both  Government  employees  and  private 
citizens — that  North  recruited  with  the  ap- 
proval of  his  superiors  provided  necessary 
support  to  his  covert  program  of  military 
support  for  the  Contras.  Yet  throughout  this 
time,  the  NSC  staff  repeatedly  assured  Con- 
gress that  it  was  complying  with  the  letter 
and  spirit  of  the  Boland  Amendment. 

The  NSC  staffs  resupply  operation  pro- 
vided essential  support  to  the  Contras'  dur- 
ing 1986.  Not  only  did  North  coordinate  that 
effort,  but  he  decided  with  Secord,  after  con- 
sulting the  Contras'  military  commanders, 
what  supplies  were  needed  in  order  to  con- 
duct the  entire  Contra  operation,  both  on  the 
ground  and  in  the  air. 

North  directed  the  Enterprise's  efforts  on 
behalf  of  the  Contras  with  Poindexter's  ap- 
proval and  in  the  belief  that  the  President 
likewise  concurred.  The  result  was  that,  with 
the  help  of  other  U.S.  Government  officials, 
North  managed  to  provide  to  the  Contras 
what  Congress  had  not:  a  full-scale  program 
of  military  assistance. 
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Table  3-1. — Resupply  Flights  Made  by  the  North/Secord  Resupply  Operation  During  1986 

These  excerpts  from  the  Committees'  table — the  first  two  months  of  airdrops  compared  with  the 
final  month — show  how  much  more  effective  the  resupply  flights  were  at  the  end. 


DATE 


AIRCRAFT 


FDN/SOUTHERN 


NOTES 


23  March  86 

C-7  Caribou 

N/A 

24  March  86 

C-7  Caribou 

N/A 

25  March  86 

C-7  Caribou 

N/A 

26  March  86 

C-7  Caribou 

N/A 

28  March  86 

C-7  Caribou 

N/A 

28  March  86 

C-7  Caribou 

N/A 

28  March  86 

C-7  Caribou 

N/A 

31  March  86 

C-7  Caribou 

N/A 

31  March  86 

C-7  Caribou 

N/A 

31  March  86 

C-7  Caribou 

N/A 

1  April  86 

C-7  Caribou 

FDN 

1  April  86 

C-7  Caribou 

N/A 

4  April  86 

C-7  Caribou 

FDN 

6  April  86 

C-7  Caribou 

N/A 

7  April  86 

C-7  Caribou 

FDN 

8  April  86 

C-7  Caribou 

FDN 

9  April  86 

C-7  Caribou 

FDN 

10  April  86 

C-7  Caribou 

FDN 

10  April  86 

L-100 

Southern 

1 1  April  86 

C-7  Caribou 

FDN 

1 1  April  86 

L-100 

Southern 

Local  Flight-No  Cargo 

Local  Flight-No  Cargo 

Local  Flights-No  Cargo 

3  Local  Flights-No  Cargo 

2  Local  Flights 

2  Local  Flights 

2  Local  Flights-No  Cargo 

Local  Flight-No  Cargo 

Local  Flight-No  Cargo 

Training-No  Cargo 

Lethal  Cargo  3,440  lbs. 

Local  Flight-No  Cargo 

Lethal   Cargo   (2   flights)   9,200   lbs. 

Training 

Lethal   Cargo   (2   flights)   8,600   lbs. 

Lethal  Cargo  (2  nights)   11,500  lbs. 

Lethal   Cargo  (3   flights)   18,000  lbs. 

Lethal    Cargo   (2    flights)    7,900   lbs. 

Arrived  DZ  on  time  but  never  saw 
inverted  or  strobe  light.  Aborted 
after  staying  in  area  25  minutes. 
Lethal  Cargo:  18  bundles 

Lethal  Cargo  (3  flights)   16,250  lbs. 

Lethal  drop  UNO/  South  received 
20,000  lbs.  ammo,  grenades,  rock- 
ets, launchers,  rifles,  magazines, 
etc. 


7  Sept  86 
9  Sept  86 


10  Sept  86 

1 1  Sept  86 
1 1  Sept  86 


12  Sept  86 

12  Sept  86 

13  Sept  86 

13  Sept  86 
13  Sept  86 

13  Sept  86 

14  Sept  86 

14  Sept  86 
17  Sept  86 


C-123 

Southern 

C-123 

Southern 

C-7  Caribou 

FDN 

C-7  Caribou 

FDN 

C-123 

Southern 

C-123 

Southern 

C-7  Caribou 

FDN 

C-123 

Southern 

C-123 

FDN 

C-7  Caribou 

FDN 

C-7  Caribou 

FDN 

C-123 

Southern 

C-7  Caribou 

FDN 

C-123 

Southern 

Lethal  HK-21  machine  guns,  car- 
tridges, C-4  explosive,  hand  gre- 
nades, shells 

Lethal  No  drop  No  contact  in  DZ 
Troops  on  ground  unable  to  identi- 
fy coordinates  of  DZ.  Bad  weath- 
er. Arrived  at  coordinates  early 

Weapons  &  supplies. 

Lethal  384  81mm  shells 

Lethal  load  10,000  lbs.  No  drop 
made  Bad  weather.  Called  North's 
office  to  get  assistance  w/  weather 
reports. 

Drop  10,000  lbs.  Rifles,  grenades 
mortar  shells,  cartridges  and  non- 
lethal 

3800  lbs.  of  ammo  grenades  and  non- 
lethal 

10,000  lbs.  dropped  cartridges,  hand 
grenades  and  non-lethal 

5,000  lbs  food  4,630  grenades 

1500  lbs  of  chutes  &  straps 

Additional  delivery 

10,000  lbs  cartridges,  shells,  machine 
guns,  and  grenades 

mortar  shells 

9850  lbs.  cartridges,  C-4  explosive, 
fuses,  detonators,  and  grenades. 
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Table  3-1. — Resupply  Flights  Made  by  the  North/Secord  Resupply  Operation  During  1986 

— Continued 


DATE 

AIRCRAFT 

FDN/SOUTHERN 

NOTES 

19  Sept  86 

C-123 

Southern 

10,500  lbs.  lethal 

20  Sept  86 

C-123 

FDN  in  the  Southern  Provinces 

10,500  lbs.  lethal  3  machine  guns, 
ammo,  grenades,  all  received  >:• 
good  shape. 

23  Sept  86 

C-123 

Southern 

10,100  lbs  15  pallets  Lethal:  grenades, 
AK's  702  ammo 

29  Sept  86 

C-123 

Southern 

Lethal  Drop  Cartridges,  shells,  and 
grenades 

29  Sept  86 

C-7  Caribou 

FDN 

2,400  hand  grenades 

30  Sept  86 

C-7  Caribou 

FDN 

Lethal  Drop 

30  Sept  86 

C-7  Caribou 

FDN 

Lethal 

5  Oct  86 

C-123 

FDN  in  the  Southern  Provinces 

Lethal;  Plane  shot  down.  Carrying 
guns  &  other  ammo.  Left  Airbase 
at  0950.  Full  fuel  and  10,000  lbs. 
route  same  as  usual.  Planned  to 
return  to  Airbase  1530.  Never 
reached  DZ. 

Source:  Flight  logs  and  mission  reports  compiled  by  air  resupply  operation  pilots  and  flight  crew. 
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CHAPTER  4 


Private  Fundraising.- 
The  Channell-Miller 
Operation 


While  donations  from  other  countries  and 
profits  from  the  Iran  arms  sales  provided 
most  of  the  money  for  lethal  assistance  to  the 
Contras  after  the  Boland  Amendment,  the 
network  of  private  foundations  and  organi- 
zations formed  by  Carl  R.  "Spitz"  Channell 
and  Richard  R.  Miller  also  played  a  role. 
Channell's  principal  organization,  the  tax- 
exempt  National  Endowment  for  the  Preser- 
vation of  Liberty  (NEPL),  used  White  House 
briefings  and  private  meetings  with  the  Presi- 
dent to  raise  more  than  $10  million  from 
private  contributors,  almost  all  for  the  Con- 
tra cause.  Over  half  of  this  total  came  from 
two  elderly  widows — Barbara  Newington 
and  Ellen  Garwood — who  made  the  bulk  of 
their  contributions  after  receiving  private 
and  emotional  presentations  by  Lt.  Col.  Oli- 
ver North  on  the  Contras'  cause  and  military 
needs.  One  dozen  contributors  accounted  for 
90  percent  of  NEPL's  funds  in  1985  and 
1986. 

Of  the  $10  million  that  was  raised,  only 
approximately  $4.5  million  was  funnelled  to, 
or  spent  on  behalf  of,  the  Contras,  including 
more  than  $1  million  for  political  advertising 
and   lobbying.    The   rest   was   retained   by 


Miller  and  Channell  for  salaries,  fees,  and 
expenses  incurred  by  their  organizations,  in- 
cluding compensation  to  their  associates, 
David  Fischer  and  Martin  Artiano. 

The  NEPL  money  spent  for  direct  and 
indirect  assistance  to  the  Contras  was  dis- 
bursed primarily  by  Miller  at  the  direction  of 
North.  Approximately  $1.7  million  was 
"washed"  by  Channell  through  Miller's  do- 
mestic and  Cayman  Island  entities — Interna- 
tional Business  Communications  (IBC)  and 
I.C.,  Inc. — to  the  Enterprise,  where  it  was 
commingled  with  funds  from  third-country 
contributions  and  the  Iranian  arms  sale.  An- 
other $1  million  was  passed  at  the  direction 
of  North  through  Miller's  entities  to  ac- 
counts controlled  by  Adolfo  Calero,  and 
approximately  $500,000  was  distributed 
at  North's  request  to  other  persons  and  en- 
tities engaged  in  activities  relating  to  the 
Contras. 

Channell  and  Miller  made  elaborate  ef- 
forts to  conceal  the  nature  of  their  fundrais- 
ing activities  and  North's  role.  Certain  funds 
received  by  NEPL  for  Contra  assistance 
were  allocated  on  Channell's  books  to  a  pro- 
ject denominated  "Toys,"  a  euphemism  for 
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weapons.  The  NEPL  and  IBC  employees 
were  instructed  to  refer  to  North  by  a  code 
name,  "Green."  Funds  were  transferred  to 
the  Contras,  not  directly — which  would  be 
traceable — but  through  Miller's  anonymous 
offshore  entity,  I.C.,  Inc.  North  misrepre- 
sented to  several  White  House  officials  the 
nature  of  the  network's  fundraising  activi- 
ties. For  instance,  the  President  apparently 
was  led  to  believe  that  the  funds  were  being 
raised  for  political  advertising;  the  Presi- 
dent's Chief  of  Staff,  Donald  Regan,  was  de- 
liberately kept  in  the  dark  by  North  and 
Admiral  John  Poindexter;  and  North  mis- 
represented to  Congress  and  White  House 
personnel  the  nature  of  his  involvement  in 
the  activities  of  NEPL  and  IBC.  As  a  result, 
the  network  was  able  to  operate  successfully 
until  the  latter  part  of  1986,  when  increased 
Government  aid  to  the  Contras  and  public 
disclosure  of  both  the  Iranian  arms  sales 
and  the  Contra  resupply  network  made 
further  assistance  efforts  unnecessary  and 
unwise. 

By  using  a  tax-exempt  organization  to  fun- 
nel money  to  the  Contras — for  arms  and 
other  purposes — Channell  and  Miller  pro- 
vided tax  deductions  to  donors.  As  a  result, 
the  U.S.  Government  effectively  subsidized  a 
portion  of  contributions  intended  for  lethal 
aid  to  the  Contras.  In  the  spring  of  1986, 
Channell  and  Miller  pled  guilty  to  criminal 
tax  charges  of  conspiring  to  defraud  "the 
United  States  Treasury  of  revenues  to  which 
it  was  entitled  by  subverting  and  corrupting 
the  lawful  purposes  ...  of  NEPL  by  using 
NEPL  ...  to  solicit  contributions  to  pur- 
chase military  and  other  non-humanitarian 
aid  for  the  Contras."  At  his  plea  hearing, 
Channell  identified  Miller  and  North  as  his 
co-conspirators. 


THE  BACKGROUND 
Carl  R.  "Spitz"  Channell 

Channell  was  a  successful  political  fundraiser 
who  started  his  own  consulting  firm  in  1982  and 
then  formed  a  network  of  political  action  com- 
mittees and  tax-exempt  foundations,  including 
the  NEPL. 

According  to  Channell,  when  he  formed 
NEPL  in  late  1984,  most  "Washington  insid- 
ers" doubted  that  anyone  could  raise  money 
to  advance  foreign  policy.  Channell,  how- 
ever, believed  that  he  could  succeed  because 
his  major  donors  were  committed  to  Presi- 
dent Reagan  and  his  philosophy  toward  for- 
eign affairs. 

At  first,  NEPL  concentrated  on  raising 
funds  to  publicize  "European  issues,"  e.g., 
SALT,  summits,  and  nuclear  freeze  propos- 
als. In  January  1985,  after  NEPL  ran  a  large 
newspaper  advertisement  congratulating 
President  Reagan  on  his  inauguration,  Chan- 
nell received  a  call  from  Edie  Fraser  of  the 
public  relations  firm,  Miner  &  Fraser.  Ac- 
cording to  Channell,  Fraser  indicated  that 
she  admired  the  ad  and  asked  for  NEPL's 
assistance  in  organizing  and  promoting  a 
fundraising  dinner  for  the  Nicaraguan  Refu- 
gee Fund  (NRF).  This  was  Channell's  intro- 
duction to  the  Contras'  cause. 

To  assist  him,  Channell  recruited  Daniel 
Conrad,  a  fundraising  consultant  from  San 
Francisco,  with  whom  Channell  had  dealt  on 
earlier  occasions.  Conrad  came  to  Washing- 
ton, and  together  he  and  Channell  initiated 
NEPL's  involvement  in  the  Nicaraguan 
issue. 

Lines  of  authority  in  Channell's  organiza- 
tion were  informal.  Fundraisers  reported  ei- 
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ther  to  Conrad  or  Channell,  who  shared  re- 
sponsibility for  training  them.  Channell, 
however,  was  generally  in  charge  of  prepar- 
ing the  script  to  be  used  for  soliciting  pro- 
spective donors. 


Richard  R.  Miller  and  IBC 

Miller,  35,  received  a  bachelors  degree  in 
1976  from  the  University  of  Maryland.  Dur- 
ing parts  of  1979  and  1980,  he  served  as  di- 
rector of  broadcast  services  for  the  Reagan 
campaign. 

After  the  1980  election,  Miller  served  on 
the  transition  team  and  then  briefly  as  special 
assistant  to  the  director  of  public  affairs  in 
the  Department  of  Transportation.  From 
February  1981  to  February  1983,  he  was 
chief  of  news  and  public  affairs  for  the 
Agency  for  International  Development 
(AID).  He  was  then  promoted  to  public  af- 
fairs director  at  AID,  where  he  remained 
until  1984. 

Upon  leaving  AID,  Miller  established 
IBC  as  a  sole  proprietorship  to  engage  in 
media  relations,  strategic  planning  for  pub- 
lic affairs,  political  analysis,  and  executive 
branch  liaison.  In  1984,  he  began  to  work 
with  Francis  Gomez  who  recently  had  left 
his  position  as  Deputy  Assistant  Secretary 
for  Public  Affairs  in  the  State  Department. 
Miller  had  first  met  Gomez  in  February 
1982. 

Immediately  upon  leaving  the  State  De- 
partment in  February  1984,  Gomez  received 
a  contract  from  the  State  Department  to  as- 
sist its  newly  formed  Office  of  Public  Diplo- 
macy for  Latin  America  and  the  Caribbean 
(S/LPD)  with  public  relations  advice  and 
support.  The  original  purchase  order  for  the 


contract  specified  that  Gomez  was  to  write 
talking  point  papers  on  Central  America, 
prepare  speaker  kits,  identify  and  refute  dis- 
tortions and  false  allegations  regarding  U.S. 
policy,  draft  sample  speeches,  prepare  op-ed 
pieces  and  feature  articles,  assist  Central 
American  refugees  and  exiles  visiting  Wash- 
ington, arrange  media  events  for  them,  and 
make  them  available  for  Congressional  inter- 
views. 

This  contract  was  renewed  with  Gomez  in 
May  1984  and  then  assumed  by  IBC  in  Au- 
gust or  September  1984.  Before  it  terminated 
in  September  1986  after  several  renewals, 
Gomez  and  IBC  received  a  total  of  $441,084 
from  the  State  Department. 

In  September  1984,  IBC  also  began  to  rep- 
resent one  of  Adolfo  Calero's  organizations, 
the  Nicaraguan  Development  Council 
(NDC).  Initially,  IBC  charged  NDC  $3,000 
a  month  for  public  relations  services,  a  fee 
that  was  later  raised  to  $5,000  a  month  when 
IBC  hired  a  full-time  employee  to  do  work 
for  NDC.  This  relationship  gave  Miller  and 
Gomez  significant  opportunities  to  work 
closely  with  Calero,  Alfonso  Robelo,  and  Ar- 
turo  Cruz. 

In  the  course  of  assisting  the  Contras 
with  their  public  relations,  Miller  was  intro- 
duced to  North,  apparently  by  either  Otto 
Reich  or  Jonathan  Miller  (no  relation) — Di- 
rector and  Deputy  Director  of  S/LPD — 
who  were  IBC's  principal  contacts  at  the 
State  Department.  In  early  1985,  Richard 
Miller  became  involved  with  the  NRF  din- 
ner, with  which  Channell  and  Conrad  were 
also  engaged.  This  was  the  beginning  of 
their  relationship,  although  the  dinner  de- 
manded little  of  their  respective  energies 
and  was  organized  and  run  principally  by 
others. 
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The  NRF  Dinner 

According  to  Channell,  the  NRF  dinner  had 
to  be  postponed  several  times  and  was  an 
organizational  disaster.  When  it  finally  took 
place  on  April  15,  1985,  President  Reagan 
attended  and  delivered  the  keynote  address. 
The  NRF  dinner  proved  to  Channell  that 
large  and  expensive  functions  were  not  an 
efficient  method  of  raising  money  for  the 
Contras,  but  the  President's  commitment  to 
the  Contra  cause  convinced  Channell  that 
the  Nicaraguan  issue  was  fertile  ground  for 
fundraising  and  public  education. 

Thereafter,  Channell  and  Conrad,  with 
the  assistance  of  Miller,  concentrated  on  pri- 
vate meetings  with  potential  large  donors, 
who  would  be  given  an  audience  with  North 
and,  in  some  cases,  a  photo  opportunity  with 
the  President. 


CHANNELL-MILLER  NETWORK— 
THE  BEGINNINGS 

In  late  March  or  early  April  1985,  Channell, 
Conrad,  Miller,  and  to  a  significantly  lesser 
degree,  Gomez,  embarked  on  an  effort  to  as- 
sist the  cause  of  the  Contras.  Their  joint  ef- 
forts would  extend  into  the  latter  portion  of 
1986.  According  to  Miller,  Channell  initially 
offered  to  IBC  a  retainer  of  $15,000  per 
month,  which  IBC  accepted. 

At  first,  IBC  lent  support  to  the  American 
Conservative  Trust  and  NEPL  in  their  ef- 
forts to  educate  the  public  on  the  Nicaraguan 
issue.  Very  quickly,  however,  Channell  ex- 
pressed to  Miller  an  interest  in  raising  money 
for  the  Contras.  Because  of  their  prior  con- 
tact with  the  Contras'  organization  and  lead- 


ers, Miller  and  Gomez  believed  that  they 
could  be  of  assistance.  One  of  Channell's  first 
steps,  with  IBC  help,  was  to  secure  a  letter 
from  Adolfo  Calero  authorizing  NEPL  to 
solicit  contributions  on  behalf  of  his  organi- 
zations. This  letter,  dated  April  10,  1985, 
opened  "Dear  Spitz,"  and  read  in  part: 

Please  help  us  to  achieve  our  dream,  a  free  and 
democratic  Nicaragua,  not  tied  to  a  hostile  So- 
viet threat  but  to  a  peaceful  democratic  Ameri- 
can tradition. 

All  resources  you  can  raise  will  be  appreciated. 
We  can  put  all  of  them  to  good  purposes. 

Richard  Miller  and  Frank  Gomez  can  keep 
you  informed  of  our  progress  and  serve  as  our 
contact  point  in  the  United  States. 


The  Initial  Solicitations 

In  early  April  1985,  Channell  spoke  with  one 
of  his  prior  contributors,  John  Ramsey  of 
Wichita  Falls,  Texas,  who  Channell  felt 
might  be  interested  in  contributing  to  sup- 
port the  Contras.  Ramsey  seemed  receptive 
to  the  idea,  but  wanted  to  meet  Calero  in 
person  to  ensure  that  any  money  he  con- 
tributed would,  in  fact,  be  used  to  support 
the  Contras. 

Channell  scheduled  a  dinner  for  himself, 
Conrad,  Miller,  Gomez,  Ramsey,  and  Calero 
in  Washington,  D.C.,  on  April  10,  1985.  At 
the  last  minute,  however,  Calero  was  unable 
to  attend  and  the  dinner  went  forward  with- 
out him.  Going  into  the  dinner,  Channell 
had  told  Miller  and  Gomez  that  Ramsey  was 
a  "tough  cookie"  who  probably  would  be 
most  interested  in  the  Contras'  need  for  arms 
and  other  lethal  supplies. 
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At  the  dinner,  in  a  private  room  at  the 
Hay-Adams  Hotel,  Miller  and  Gomez  spoke 
at  length  about  the  Contras'  need  for  sup- 
plies, both  lethal  and  non-lethal.  Gomez 
showed  Ramsey  a  book  of  photographs 
taken  during  a  recent  trip  Gomez  had  made 
to  various  Contra  bases  in  Central  America. 
This  collection  included  pictures  of  Contra 
fighters,  mortars,  and  machine  guns. 

Conrad  openly  tape-recorded  the  conver- 
sation during  dinner,  supposedly  because  he 
was  learning  new  information  about  the 
Contras  and  wanted  to  preserve  it.  The  tran- 
script of  the  tape,  as  further  interpreted  by 
Channell,  Conrad,  and  Miller  during  deposi- 
tions, confirms  that  Channell,  Miller,  and 
Gomez  discussed  the  Contras'  military  and 
non-military  needs  at  length,  often  in  re- 
sponse to  questions  from  Ramsey.  At  one 
point,  Miller  deflected  a  suggestion  by  Ram- 
sey that  people  be  solicited  to  send  used  shot- 
guns to  the  Contras: 

RAMSEY:  "The  best  I  can  tell,  a  shotgun  is 
the  best  thing  to  use  in  jungle  warfare." 

GOMEZ(?):  "Or  a  very  rapid  fire  machine 
gun.  That's  why  the  AK-47s  [Soviet  infantry 
rifles]  and  the  Ml 6s  are  the  best  weapons." 

miller:  "The  M16  fires  a  22.5  caliber  bul- 
let." 

ramsey:  "I  bet  I  could  get  10,000  people  to 
give  their  old  shotguns  to  this." 

miller:  "Only  one  problem.  You  can't  ex- 
port guns  without  a  license." 

Later,  Channell  itemized  some  of  Calero's 
needs: 

channell:  "Calero  wants  those  red  eye 
[U.S. -made  shoulder-fired  antiaircraft  mis- 
siles] missiles.  He  wants  boots.  He  wants 


back  packs.  He  wants  AK-47  rounds  which 
you  can  get  on  the  international  market.  He 
wants  communications  equipment." 

Ramsey,  however,  returned  again  to  his 
suggestion  to  provide  the  Contras  with 
donated  arms,  which  is  not  what  Channell 
and  Miller  had  in  mind: 

ramsey:  "We're  going  to  call  it  the  Shotgun 
Drive.  And  we're  going  to  get  Remington  to 
put  up  the  amo  [sic].  Dupont  owns  Reming- 
ton. 

"We're  going  to  start  on  CBs.  We're  not  even 
going  to  invoke  the  electronic  media  until  we 
get  support  or  we  have  about  three  semis 
going  north  on  Tobacco  Road  out  of  North 
Carolina  full. 

"And  they  keep  calling  on  another  semi. 

"We  got  an  empty  semi  out  there?  Somebody 
got  an  18- wheeler  empty  can  come  down  and 
help  liberate  Central  America?" 

Near  the  end  of  the  transcript,  the  Chan- 
nell-Miller  group  succeeded  in  turning  the 
discussion  back  to  missiles  and  money: 

unknown:  "Between  now  and  May  1  the 
red  eye  missiles  could  be  the  entire  key. 

"Because  if  they  succeed  at  this  point  in 
launching  an  offensive  including  tanks  and 
MI24  helicopters  into  that  region  and  go  for 
the  cans.  .  .  . 

"There's  two  different  kinds  of  red  eye  mis- 
siles. There's  one  that's  very  unsophisticated 
which  is*  just  a  direct  shot  missile.  And  then 
there's  one  that's  able  to  take  on  the  Hind 
[sic]  because  the  Hind  has  major  decoy  de- 
vices, has  heavy  armament,  and  it  has  these 
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flares  on  the  back  of  the  exhaust  from  the 
jets — the  expulsion  from  the  engine — that 
mask  the  heat. 

"So  you  have  to  have  the  $8,000  red  eye  to 
make  it  work." 

The  transcript  concludes  with  an  observa- 
tion, attributed  to  Miller,  summing  up  well 
the  philosophy  with  which  Channell,  Con- 
rad, and  Miller  approached  their  solicita- 
tions: 

MILLER:  "If  you  provide  money  for  ammuni- 
tion, the  money  they've  set  aside  for  ammu- 
nition can  go  to  boots. 

"On  the  other  hand,  if  you  provide  money 
for  boots,  what  they've  set  aside  for  boots  can 
go  to  ammunition." 

The  solicitation  was  a  success.  The  next 
morning  Ramsey  had  breakfast  with  Calero 
and,  at  that  time  or  shortly  thereafter, 
donated  $20,000  directly  to  the  Nicaraguan 
Development  Council.  As  noted  earlier,  the 
NDC  had  previously  retained  IBC  as  a  pub- 
lic relations  consultant. 

The  Ramsey  solicitation  was  not,  how- 
ever, to  become  the. model.  It  did  not  pro- 
duce enough  money  for  the  effort  and  the 
donation  was  sent  directly  to  Robelo  so  that 
the  Channell-Miller  group  was  not  compen- 
sated. A  new  approach  was  undertaken. 


North's  Maiden  Presentation 

After  the  Ramsey  solicitation,  Channell 
drew  on  his  experience  with  NCPAC  brief- 
ings, and  worked  with  Miller  to  sponsor  a 
White  House  "event"  for  prior  and  potential 
NEPL  contributors.  This  event  was  intended 


to  educate  contributors  about  the  situation  in 
Nicaragua  and  to  solicit  funds  for  the  Con- 
tras.  Through  North,  Miller  and  other  IBC 
associates  were  successful  in  arranging  a 
White  House  briefing  for  a  group  invited  by 
NEPL. 

The  briefing  was  held  on  June  27,  1985,  in 
the  Old  Executive  Office  Building  next  to  the 
White  House  with  North  as  the  principal 
speaker.  According  to  Channell,  North 
delivered  what  became  his  standard  speech 
about  Nicaragua  and  the  Contras.  North 
showed  slides  during  his  presentation,  some 
of  which  had  been  provided  by  IBC. 

North's  speech  was  an  impassioned  plea. 
He  discussed  the  Communist  threat  posed  to 
Nicaragua's  neighbors  by  the  Soviet  and  Li- 
byan military  buildup  in  Nicaragua,  the  po- 
litical and  religious  repression  in  Nicaragua, 
the  humanitarian  and  military  needs  of  the 
Contras,  and  the  importance  of  United 
States  support  for  the  Contras.  North  also 
emphasized  that  the  United  States  would  be 
flooded  with  millions  of  refugees  if  Nicara- 
gua continued  under  its  existing  regime  and 
policies.  This  briefing  was  the  initial  substan- 
tive encounter  between  Channell  and  North. 

After  the  briefing,  the  potential  donor 
group  was  taken  across  the  street  for  a  recep- 
tion and  dinner  at  the  Hay-Adams  Hotel.  As 
was  to  become  customary,  NEPL  arranged 
and  paid  for  food  and  lodging  at  the  Hay- 
Adams  for  persons  attending  this  special 
White  House  briefing.  At  the  dinner,  Chan- 
nell presented  Calero  with  a  check  for  $50,- 
000,  which  represented  all  Contra-related 
contributions  received  to  date  by  NEPL.  At 
Miller's  instruction,  the  check  was  made 
payable  to  a  Calero  account. 

Channell  testified  that  his  understanding 
was  that  the  contributed  funds  would  be  used 
for  humanitarian  supplies.  This  understand- 
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ing  was  based  on  Calero's  specific  appeal  that 
night  for  medicine  and  food. 


The  Establishment  of  I.e.,  Inc. 

Miller  set  up  a  Cayman  Islands  corporation 
known  as  I.C.,  Inc.  Later  the  name  was  changed 
to  Intel  Co-Operation,  Inc.  Miller  also  arranged 
a  meeting  between  Channell  and  North  at  a  res- 
taurant near  the  White  House,  and  there  it  was 
agreed  that  any  money  Channell  raised  for  the 
Contras  would  be  given  to  Miller,  who  would 
deposit  it  in  his  International  Business  Com- 
munications or  I.C.  accounts. 


CHANNELL-MILLER  NETWORK— 
THE  OPERATION 

White  House  Briefings  and 
Hay-Adams  Gatherings 

The  North  briefing  in  June  1985  served  as 
the  blueprint  for  other  similar  briefings  dur- 
ing the  next  year  for  NEPL  contributors  or 
potential  contributors.  These  group  brief- 
ings occurred  on  October  17,  1985,  Novem- 
ber 21,  1985,  January  30,  1986,  and  March 
27,  1986. 

The  White  House  briefings  were  meticu- 
lously planned  by  NEPL,  IBC,  North,  and 
White  House  personnel.  Internal  White 
House  memorandums  obtained  by  the  Com- 
mittees show  that  North  was  the  switching 
point  for  arranging  and  coordinating  the 
briefings  with  White  House  liaison,  White 
House  Counsel,  and  White  House  security. 

NEPL  prepared  and  sent  invitations  to 
persons  selected  by  Channell  and  his  associ- 
ates. A  typical  invitation  to  a  briefing  stated 
in  pertinent  part: 


You  are  one  of  a  small  group  of  dedicated 
Americans  who  has  stood  by  President  Reagan 
...  in  support  of  his  agenda.  ...  It  will  be  a 
pleasure  to  meet  you  in  Washington  on  [date] 
when  you  attend  our  special  security  briefing 
followed  by  a  working  dinner.  .  .  .  Please  be 
reminded  that  your  accommodations  at  the 
Hay-Adams  Hotel  are  taken  care  of  and  there 
is  no  expense  to  you. 


For  those  who  attended,  NEPL  met  them  at 
the  airport  with  a  limousine  and  escorted 
them  to  the  Hay-Adams  Hotel,  where  all  ex- 
penses were  paid  by  NEPL. 

The  group  typically  was  taken  from  the 
Hay-Adams  to  a  reception  room  in  the  Old 
Executive  Office  Building,  where  they  were 
introduced  to  North  and  other  White  House 
personnel.  Other  than  North,  among  those 
who  participated  in  these  briefings  were  Pat- 
rick Buchanan,  White  House  Communica- 
tions Director;  Mitch  Daniels,  Political 
Assistant  to  the  President;  Linas  Kojelis, 
Special  Assistant  to  the  President  for  Public 
Liaison;  Linda  Chavez,  Deputy  Assistant  to 
the  President  and  Director  of  the  Office  of 
Public  Liaison;  and  Elliott  Abrams,  Assist- 
ant Secretary  of  State  for  Inter-American 
Affairs.  For  the  January  30  briefing,  David 
Fischer — a  former  Special  Assistant  to  the 
President  who  became  a  highly  paid  consul- 
tant to  NEPL  and  IBC — even  arranged  for 
a  Presidential  "drop-by." 

North  always  delivered  the  principal 
speech  and  slide  presentation  along  the  lines 
of  the  June  1985  briefing.  While  he  was  an 
effective  speaker,  North  generally  was  care- 
ful not  to  ask  for  money,  often  telling  the 
audience  that  he  could  not  solicit  funds  be- 
cause he  was  a  Federal  employee.  He  did, 
however,  suggest  that  persons  interested  in 
contributing  funds  for  the  Contras  should 
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speak  with  Channell.  At  least  one  attendee  at 
these  briefings  recalled  North's  stating  that 
there  were  certain  matters  he  could  not  dis- 
cuss with  them  "on  this  side  of  Pennsylvania 
Avenue"  but  that  Channell  would  raise  later 
"on  the  other  side  of  the  street,"  a  reference 
to  the  Hay-Adams  Hotel. 

An  account  of  North's  presentation  was 
provided  at  the  public  hearings  by  an  even- 
tual contributor  in  attendance  at  the  March 
1986  briefing,  William  O'Boyle: 

[North]  described  the  military  and  political  sit- 
uation in  Nicaragua.  He  had  photographs  of 
an  airport  in  Nicaragua  that  had  been  recently 
built;  the  purpose  of  the  airport  was  ostensibly 
commercial,  but  it  was  in  fact  a  disguised  mili- 
tary airport.  One  of  the  uses  for  which  the 
airport  was  intended  was  to  recover  the  Rus- 
sian Backfire  bombers  after  they  made  a  nu- 
clear attack  on  the  United  States. 

Another  possible  use  of  this  airport  was  to  fly 
a  certain  kind  of  mission  that  was  currently 
being  flown  out  of  Cuba,  up  and  down  the  east 
coast  of  the  United  States.  Apparently  every 
day  a  Russian  plane  leaves  Cuba,  as  I  recall, 
and  goes  right  up  the  12-mile  limit,  has  some 
kind  of  large  device  on  the  outside  of  the  plane. 
.  .  .  This  Nicaraguan  air  base  would  allow  the 
Russians  to  fly  the  same  kind  of  mission  up  the 
west  coast  to  the  United  States.  .  .  . 

He  described  the  refugee  problem  .  .  .  and  we 
could  look  forward  in  the  next  few  years  to 
millions  of  refugees  flooding  across  our  bor- 
ders as  this  happened.  .  .  . 

He  showed  photographs  which  indicated  that 
the  Nicaraguan  government  officials  were  in- 
dicated in  smuggling  dope.  ...  He  also  told 
an  anecdote  about  some  Nicaraguan  agents 
that  were  recently  caught  with  dope  and 
money  and  so  forth  and  disguised  as  Ameri- 
can agents. 


O'Boyle  indicated  also  that  North  furnished 
him  with  classified  information  designed  to 
show  that  the  Soviets  were  managing  the  di- 
plomacy of  the  Nicaraguans  before  the 
United  Nations. 

After  the  briefings,  Channell,  Miller,  and 
their  associates  hosted  a  cocktail  party  and 
dinner  at  the  Hay-Adams,  often  attended  by 
Contra  leaders  and  some  U.S.  Government 
officials.  During  the  reception  and  dinner, 
NEPL  and  IBC  employees  attempted  to  de- 
termine which  attendees  were  the  most  likely 
contributors.  The  enticement  of  purchasing 
lethal  supplies  for  the  Contras  was  often  used 
with  potential  contributors.  Those  persons 
who  expressed  a  serious  interest  in  contribut- 
ing money  for  the  Contras  were  offered  the 
opportunity  to  meet  one-on-one  with  North, 
and,  if  they  gave  enough,  a  meeting  with  the 
President.  Large  contributors  to  NEPL  uni- 
formly received  thank  you  letters  from 
North  (and  often  from  the  President)  for 
their  support  of  the  President's  policies  in 
Central  America,  although  without  specific 
reference  to  any  contribution. 


North's  Involvement  in 
Solicitations  Intended  for  the 
Purchase  of  Lethal  Supplies 

In  his  public  testimony,  North  testified  that 
"I  do  not  recall  ever  asking  a  single,  solitary 
American  citizen  for  money."  He  readily  ad- 
mitted, however,  that  "I  showed  a  lot  of  mu- 
nitions lists"  to  Contra  contributors  or 
potential  contributors  "in  response  to  ques- 
tions about  the  cost  of  lethal  items."  The 
Committees  received  evidence  on  North's 
activities  that  shed  light  on  these  statements. 
1.  "Big  Ticket  Items"  and  "Ollie's  New 
Purchase" Lists.  In  the  late  fall  or  early  win- 
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ter  of  1985,  Channell  asked  Miller  to  have 
North  prepare  and  provide  a  list  of  "big 
ticket  items"  to  be  used  in  soliciting  contri- 
butions for  the  Contras.  At  Miller's  request, 
North  recited  a  list  that  included  heavy  lift- 
ing of  cargo  by  aircraft  (approximately 
$675,000  worth);  training  and  outfitting  of 
an  "urban  tactics  unit";  the  resupply  of  a 
Contra  fighting  unit  known  as  the  "Larry 
McDonald  Brigade"  (a  Contra  unit);  and 
probably  missiles  of  some  kind. 

Miller  typed  the  list  onto  his  computer, 
printed  a  single  copy,  gave  that  copy  to 
Channell,  and  deleted  the  computer  entry. 
Channell  used  this  list,  which  totalled  ap- 
proximately $1.2  million,  to  solicit  contribu- 
tions. An  apparently  different  "big  ticket 
items"  list  was  prepared  by  North  and  used 
by  him  and  Channell  in  a  solicitation  of  Nel- 
son Bunker  Hunt.  Handwritten  notes  pro- 
duced by  Miller  indicate  other  conversations 
with  North  about  fundraising  for  lethal  sup- 
plies. A  note  dated  September  18,  1985,  con- 
tains entries  reading  "$41 5, 000- Weapons, 
C4,  M79"  and  "520,000  MAUL."  "C4"  re- 
fers to  an  explosive,  "M79"  likely  refers  to  a 
grenade  launcher,  and  "$520,000  MAUL" 
refers  to  the  cost  of  eight  Maule  airplanes. 
Miller  testified  that  North  provided  this  in- 
formation to  him  with  the  understanding 
that  it  would  be  used  for  fundraising. 

2.  North's  Special  Appeals.  As  North  testi- 
fied publicly,  he  met  with  scores  of  potential 
contributors  to  convey  the  plight  and  needs 
of  the  Contras.  Insofar  as  North's  actual 
role,  the  more  revealing  of  these  meetings  are 
those  that  were  conducted  in  private. 

a.  Nelson  Bunker  Hunt — In  September 
1985,  Channell  arranged  a  meeting  in  Dallas 
between  North  and  Nelson  Bunker  Hunt,  a 
wealthy  Texas  businessman  who  had  con- 
tributed $10,000  to  NEPL  the  previous  July. 


Channell  rented  a  private  airplane  for  $8,000 
to  $9,000  to  transport  North  to  and  from 
Dallas.*  The  trip  was  worth  the  cost. 

In  Dallas,  there  was  a  private  dinner  at  the 
Petroleum  Club  attended  by  Hunt,  Conrad, 
Channell,  and  North.  North  gave  his  stan- 
dard briefing,  without  slides,  and  showed 
Hunt  a  list  of  various  Contra  needs.  The  list 
was  divided  about  evenly  between  lethal  and 
non-lethal  items,  and  included  Maule  air- 
craft and  a  grenade  launcher  possibly  de- 
scribed as  an  "M-79."  The  total  price  was 
about  $5  million.  According  to  Channell, 
after  discussing  the  items  on  the  list  and  their 
prices,  North  "made  the  statement  that  he 
could  not  ask  for  funds  himself,  but  contribu- 
tions could  be  made  to  NEPL,  or  words 
...  to  that  effect."  North  then  left  the  room, 
a  maneuver  that  had  been  "pre-arranged." 

Channell  explained  that  the  list  was  his 
idea  because  he  wanted  a  "fundraising  objec- 
tive" to  take  to  Hunt.  He  therefore  had  asked 
North  to  prepare  a  list  totalling  about  $5 
million  for  use  in  the  solicitation  of  Hunt. 

Despite  this  evidence,  Hunt  has  told  the 
Committees  that  Channell  never  spoke  to 
him  about  the  Contras'  need  for  weapons. 
According  to  Hunt,  Channell  told  him  that 
the  Contras  had  "unpaid  bills"  for  "[f]ood 
and  shelter,  medicine,  [and]  general  ex- 
penses. .  .  ."  Hunt  testified  that  he  does  not 
recall  any  conversation  he  had  with  North  at 
the  dinner. 

Nonetheless,  as  a  result  of  this  dinner, 
Hunt  made  two  payments  to  NEPL  of 
$237,500  each.  One  of  them  was  a  contribu- 
tion and  one  was  a  loan.  The  loan  was  evi- 


*This  was  the  first  time  North  used  an  airplane  supplied  by 
NEPL;  on  one  other  occasion,  NEPL  chartered  a  plane  to  fly 
North  and  his  family  for  a  weekend  visit  to  Barbara  Newing- 
ton's  house  in  Connecticut. 
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denced  by  an  unsigned  promissory  note  be- 
cause Channell  would  not  agree  to  the  loan 
(especially  after  he  was  unable  to  find  a  con- 
tributor to  guarantee  the  loan  on  NEPL's 
behalf).  Nevertheless,  he  held  the  $237,500 
principal  for  4  months,  repaying  it  to  Hunt 
in  January  1986  without  interest.  Hunt 
subsequently  paid  $237,000  to  NEPL  in 
March  1986  as  a  contribution,  making  his 
total  contributions  to  NEPL  $484,500. 

b.  Barbara  Newington — Barbara  Newing- 
ton,  a  wealthy  widow  from  Greenwich,  Con- 
necticut, had  been  a  large  contributor  to 
Channell  organizations  (and  at  least  one 
predecessor  organization)  for  a  few  years.  In 
1985  and  1986,  Newington  contributed  a 
total  of  $2,866,025  to  NEPL.  On  June  25  or 
26,  1985,  she  met  privately  with  North  be- 
cause she  was  unable  to  attend  the  Channell 
group  meeting  arranged  for  the  next  day.  She 
also  met  privately  with  President  Reagan  on 
two  occasions. 

In  early  November  1985,  North,  Miller, 
and  Channell  participated  in  a  solicitation  of 
significant  contributions  from  Newington. 
Miller's  handwritten  notes  leading  up  to  the 
meeting  indicate  that  Channell  prepared  a 
proposed  "pitch"  for  "Green" — the  code 
name  for  North  used  by  NEPL  and  IBC — to 
use  with  Newington.  This  "pitch"  included 
statements  such  as  "[you  are]  the  most  se- 
cure person  we  know  in  the  U.S."  and  "[w]e 
are  asking  you  to  take  on  a  project  that  re- 
quires your  kind  of  person."  Although 
Miller  does  not  specifically  recall,  he  might 
have  relayed  a  somewhat  softened  version  of 
this  solicitation  to  North. 

In  further  preparation  for  the  solicitation, 
Miller  created  a  file  folder  that  contained  an 
unclassified  photograph  of  a  Soviet  HIND 
helicopter  on  one  side  of  the  folder  and  a 
picture  of  a  shoulder-held  surface-to-air  mis- 


sile on  the  other  side.  He  also  included  an 
article  from  The  New  York  Times  on  the 
capabilities  of  the  HIND  helicopter. 

The  critical  meeting  took  place  in  Newing- 
ton's  suite  at  the  Hay-Adams  Hotel  where 
Channell,  Miller,  and  Newington  were 
joined  by  North.  At  the  meeting,  North  re- 
ferred to  the  file  folder  prepared  by  Miller, 
placed  The  New  York  Times  article  in  front 
of  Newington,  and  described  the  capability 
of  the  pictured  surface-to-air  missile  to  coun- 
teract HIND  helicopters.  In  response  to  a 
question  from  Newington,  North  indicated 
that  he  knew  where  to  obtain  such  missiles, 
although  Miller  cannot  recall  whether  North 
quoted  any  prices.  North  left  the  room 
shortly  thereafter.  According  to  Miller, 
North's  absence  was  not  specifically  prear- 
ranged, "but  it  was  his  practice  not  to  be  in 
the  presence  of  the  donor  when  they  were 
asked  for  money." 

Channell  then  solicited  Newington  for  a 
substantial  amount  of  money.  Over  the 
course  of  the  next  4  to  6  weeks,  Newington 
made  stock  contributions  to  NEPL  worth 
approximately  $1.1  million.  Like  Hunt, 
Newington  has  denied  that  she  ever  made  a 
contribution  intended  for  the  purchase  of  le- 
thal supplies. 

At  some  point  in  the  spring  of  1986,  Chan- 
nell and  Newington  decided  to  invite  North 
and  his  family  to  Newington's  house  for  a 
weekend  of  recreation  and  relaxation.  Miller, 
North,  and  North's  family  travelled  to  Con- 
necticut in  a  private  plane  chartered  by 
Channell.  It  is  unclear  whether  there  was  any 
discussion  of  Contra  assistance  that  week- 
end. 

Both  William  O'Boyle  and  Ellen  Clayton  Gar- 
wood testified  that  they  too  were  solicited  in  a 
similar  manner.  O'Boyle  made  two  donations  to- 
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tailing  $160,000,  and  Mrs.  Garwood  gave  more 
than  $2.5  million  for  the  purchase  of  weapons  and 
ammunition  from  a  list  North  and  Channell  had 
shown  her. 

The  Committees  interviewed  or  deposed 
13  of  NEPL's  significant  contributors  during 
the  relevant  time  period,  nearly  all  of  whom 
reported  personal  contact  with  North.  The 
Committees  have  received  evidence  that  sev- 
eral of  these  contributors — including  John 
Ramsey  of  Wichita  Falls,  Texas,  and  C. 
Thomas  Claggett,  Jr.,  of  Washington, 
D.C. — made  donations  intended  for  the  pur- 
chase of  lethal  supplies.  Channell's  records 
reveal  that  12  contributors,  including  New- 
ington  and  Garwood,  accounted  for  slightly 
more  than  90  percent  of  NEPL's  contribu- 
tions in  1985  and  1986. 

By  giving  to  the  tax-exempt  NEPL,  the 
contributors  were  able  to  claim  tax  deduc- 
tions even  though  their  contributions  were 
intended  for  the  purchase  of  lethal  supplies. 
The  Committees  have  received  evidence  that 
several  of  these  contributors  claimed  tax  de- 
ductions for  their  NEPL  contributions.  For 
taxpayers  in  the  50  percent  tax  bracket,  this 
meant  that  the  public  in  effect  paid  for  half 
their  gifts. 


The  Role  of  the  President 

In  a  May  19,  1986,  PROF  note  to  Poindex- 
ter,  North  wrote  "the  President  obviously 
knows  why  he  has  been  meeting  with  several 
select  people  to  thank  them  for  their  'support 
for  Democracy'  in  Cent[ral]  Am[erica]."  In 
fact,  what  the  President  knew  is  a  matter  of 
some  doubt. 

The  President,  in  his  March   19,    1987, 
press  conference  said  that  he  believed  that 


contributors  he  met  had  donated  money  for 
political  advertising  for  the  Contras.  The 
minutes  of  the  May  16,  1986,  National  Secu- 
rity Planning  Group  (NSPG)  meeting  reveal 
the  same  understanding  on  the  part  of  the 
President.  He  stated,  "What  about  the  pri- 
vate groups  who  pay  for  ads  for  the  Contras? 
Have  they  been  contacted?  Could  they  do 
more  than  ads?"  Similarly,  in  preparation  for 
the  January  30  briefing,  Linda  Chavez  wrote 
a  memorandum  to  the  President,  stating  that 
"ACT  and  NEPL  spent  in  excess  of  $3  mil- 
lion supporting  the  President's  programs 
through  public  awareness  using  television 
and  newspaper  messages."  In  fact,  much  of 
the  $3  million  was  directed  toward  Contra 
support  activities,  including  arms. 

Poindexter,  however,  testified  at  his  depo- 
sition that  "[t]here  wasn't  any  question  in  my 
mind"  that  the  President  was  aware  that  the 
contributors  he  was  thanking  were  giving  to 
the  Contras.  He  added  that  "in  the  White 
House  during  this  period  of  time  that  we 
were  encouraging  private  support,  we  really 
didn't  distinguish  between  how  the  money 
was  going  to  be  spent."  North  testified  that 
in  writing  his  May  19  PROF  note,  he  as- 
sumed that  the  President  was  aware  that  the 
contributions  were  for  munitions,  as  well  as 
other  things,  although  he  denied  ever  dis- 
cussing this  with  the  President. 

The  President  met  with  and  thanked  sev- 
eral large  contributors  for  their  support  of 
his  policies.  David  Fischer,  former  Special 
Assistant  to  the  President,  arranged  Presi- 
dential photo  opportunities  or  meetings  with 
at  least  seven  major  Channell-Miller  con- 
tributors in  1986.  Fischer  and  Martin  Ar- 
tiano,  a  Washington  lawyer,  were  paid  steep 
fees  by  IBC  (which  charged  these  fees  to 
NEPL)  for  arranging  these  meetings  (among 
other  services). 
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All  told,  between  December  1985  and 
February  1987,  IBC  paid  Fischer  $397,400 
and  Artiano  $265,000.  Artiano  transferred 
$60,000  of  his  payments  to  Fischer.  All  of 
the  payments  were  reimbursed  to  IBC  by 
NEPL. 

When  asked  about  allegations  that  Fischer 
was  paid  $50,000  for  each  meeting  arranged 
with  the  President,  Donald  Regan,  the  Presi- 
dent's Chief  of  Staff,  testified  that  he  had  no 
independent  knowledge  of  such  an  arrange- 
ment, but,  if  true,  the  allegations  would  be  a 
"real  embarrassment."  According  to  Regan, 
"we  thought  he  was  doing  it  out  of  his  con- 
cerns for  the  contras  and  the  goodness  of  his 
heart,  a  public  pro  bono  type  of  thing."  He 
continued:  "To  find  out  he  was  being  paid  for 
it  was  a  real  shock. . . .  [A]nyone  getting  paid 
to  get  a  group  into  the  White  House,  we  tried 
to  block  that." 

Fischer,  however,  contends  that  Regan 
knew  by  the  first  meeting  between  the  Presi- 
dent and  Channell  supporters — in  January 
1986 — that  Fischer  was  acting  as  a  paid  con- 
sultant to  the  Channell  organization.  When 
he  raised  the  subject  with  Regan,  according 
to  Fischer,  Regan  responded,  "I  hope  you're 
being  compensated  for  this." 


What  Happened  to  the  Money 

Just  as  only  a  small  fraction  of  the  Iranian 
arms  profits  was  used  for  the  Contras,  so 
only  a  small  part  of  the  money  Channell 
raised  for  the  Contras  reached  them.  Fischer 
and  Artiano  received  more  than  $650,000  or 
more  than  five  percent  of  the  total  money 
raised,  and  Miller,  Gomez,  and  their  compa- 
nies retained  a  large  percentage  of  the  $5 
million  that  IBC  received  from  NEPL.  A 
total  of  $2,740,000  was  transferred  by  IBC  to 


I.C.,  Inc.,  and  $430,000  directly  to  Lake  Re- 
sources. After  deducting  the  payments  to 
Fischer  and  Artiano — which  eventually  were 
reimbursed  by  NEPL — the  balance,  approxi- 
mately $1.2  million,  was  retained  by  IBC  for 
fees-for-services  and  expenses  on  NEPL's  be- 
half. This  amount,  however,  is  not  all  that 
Miller  and  Gomez  received  from  the  ven- 
ture. Miller  testified  that  North  agreed  in  late 
1985  that  he  and  Gomez  could  begin  to  col- 
lect a  10  percent  commission  on  the  pay- 
ments funnelled  to  the  Contras  through  IBC 
and  I.C.,  Inc.  Miller  stated  that  North  said 
that  the  10  percent  was  reasonable  since 
"most  of  the  other  people  in  the  business  of 
providing  assistance  to  the  Contras  were  tak- 
ing 20%  to  30%."  North,  in  his  testimony, 
denied  that  he  had  agreed  to  any  specific 
percentage,  but  rather  stated  that  he  had  ap- 
proved "fair,  just,  and  reasonable"  compen- 
sation to  Miller  and  Gomez.  Nonetheless, 
North's  notebooks  contain  an  entry  for  No- 
vember 19,  1985,  which  states  "IBC— 10%." 

Including  these  commissions,  IBC,  Miller, 
and  Gomez  received  more  than  $1.7  million 
from  the  money  raised  by  NEPL  for  the 
Contras.  Channell's  take  was  also  substan- 
tial, though  apparently  not  of  the  magnitude 
of  Miller's  and  Gomez's  total  compensation. 
He  furnished  his  offices  extravagantly  and 
was  lavish  in  his  expenditures.  He  drew  com- 
pensation for  1985  and  1986  totalling  $345,- 
000,  while  Conrad  and  his  organization 
received  more  than  $270,000,  extraordinary 
earnings  for  nonprofit  fundraisers. 

Out  of  the  money  raised  by  NEPL,  the 
Contras  and  their  affiliated  entities  received 
only  $2.7  million,  with  approximately  $500,- 
000  going  to  other  persons  and  entities  en- 
gaged in  activities  relating  to  the  Contras. 
The  money  was  routed  through  IBC  and 
I.C.,  Inc.  and  disbursed  at  the  direction  of 
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North  to  Lake  Resources,  Calero,  and  the 
other  persons  and  entities.  In  virtually  every 
case,  Miller  would  tell  North  when  money 
was  available  and  North  would  then  instruct 
him  on  what  to  do  with  it.  Figure  4- 1  depicts 
the  flow  of  money.  In  addition,  as  described 
in  the  next  section,  more  than  $1.2  million 
was  spent  on  political  advertising  and  lobby- 
ing for  the  Contras. 


Political  Advertising  for  the 
Contras 

Apart  from  financial  assistance  to  the  Con- 
tras, the  major  project  of  the  Channell  and 
Miller  organizations  in  1985  and  1986  was  a 
"public  education"  and  lobbying  program  in 
support  of  U.S.  Government  aid  for  the  Con- 
tras. 

The  major  vehicle  in  the  "public  educa- 
tion" campaign  was  a  series  of  television  ad- 
vertisements prepared  by  the  Robert 
Goodman  Agency  in  Baltimore  that  cost 
NEPL  $1  million.  Adam  Goodman  of  that 
agency,  following  the  Senate's  approval  of 
the  Contra  funding  bill  in  1986,  wrote  a  letter 
to  Channell  describing  their  achievement: 

By  design,  we  launched  the  four-week  national 
television  and  campaign  in  Washington,  DC, 
in  late  February.  This  reflected  the  economy  of 
reaching  all  435  Members  of  the  House  (and 
100  United  States  Senators)  in  one  sitting.  Be- 
ginning with  Week  2,  and  running  through  the 
first  decisive  House  vote  in  late  March,  we  also 
aired  spot  commercials  in  23  additional  televi- 
sion markets  across  the  country.  These  tar- 
geted markets,  covering  the  home  Districts  of 
nearly  thirty  Congressmen  experts  considered 
to  be  at  the  core  of  the  key  'swing  vote'  on 
Contra  funding,  added  scope  and  credibility  to 
the  ad  campaign.  In  fact,  N.E.P.L.'s  national 


television  spot  series  was  ultimately  seen  by 
more  than  33  million  people,  or  one  out  of 
every  seven  Americans. 

Supplementing  the  television  programs  were 
press  conferences  and  speaking  tours  by  per- 
sons supporting  the  Contras.  These  were  ar- 
ranged by  IBC  and  another  public  relations 
firm,  Edelman,  Inc.,  retained  by  Channell, 
which  was  paid  $92,000  by  NEPL. 

NEPL  paid  $1 15,000  for  extensive  polling 
by  the  Finkelstein  Company  as  an  aid  to  se- 
lecting areas  where  television  advertisements 
and  speaking  tours  would  most  likely  have  a 
favorable  effect  on  a  Congressional  vote.  He 
also  retained  two  companies,  Miner  &  Fraser 
and  the  Lichtenstein  Company,  to  generate 
letters  to  Congressmen  supporting  Contra 
aid,  and  he  paid  two  lobbyists  for  their  ser- 
vices in  support  of  this  effort:  Dan  Kuyken- 
dall,  who  concentrated  on  undecided 
Republicans  and  conservative  Democrats, 
and  Bruce  Cameron,  who  focused  on  liberal 
Democrats. 

Another  organization,  Prodemca,  which 
had  concentrated  on  Central  American  is- 
sues, also  received  payments  from  Channell. 
Its  representatives  apparently  participated  in 
strategy  sessions  about  enlisting  Congressio- 
nal support. 

Finally,  it  appears  that  Channell  engaged 
in  advertising  targeted  to  defeat  Repre- 
sentative Michael  Barnes's  bid  for  a  Senate 
seat  in  Maryland.  Representative  Barnes 
had  been  a  vocal  opponent  of  military  as- 
sistance to  the  Contras.  Channell's  Anti- 
Terrorism  American  Committee  ran  a 
series  of  television  advertisements  opposing 
Representative  Barnes  during  the  primary 
campaign.  When  Representative  Barnes 
was  defeated  in  the  primary,  Channel  and 
his  associates  (Cliff  Smith  and  Krishna  Lit- 
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tledale)  sent  a  telegram  to  North  exulting  in 
this  result: 

We  have  the  honor  to  inform  you  that  Con- 
gressman Michael  Barnes,  foe  of  the  freedom 
fighter  movement,  adversary  of  President  Rea- 
gan's foreign  policy  goals  and  opponent  of  the 
President's  vision  for  American  security  in  the 
future  has  been  soundly  defeated  in  his  bid  to 
become  the  Democratic  candidate  for  the  U.S. 
Senate  from  Maryland. 

His  defeat  signals  an  end  to  much  of  the  disin- 
formation and  unwise  effort  directed  at  crip- 
pling your  foreign  policy  goals. 

We,  at  the  Anti-Terrorism  American  Commit- 
tee (ATAC),  feel  proud  to  have  participated  in 
a  campaign  to  ensure  Congressman  Barnes' 
defeat. 


CHANNELL-MILLER  NETWORK: 
THE  END 

The  Beginning  of  the  End 

On  October  18,  1986,  the  President  signed 
legislation  appropriating  $100  million  for  the 
Contras  ($30  million  for  humanitarian  assist- 
ance and  $70  million  in  unrestricted  aid). 
The  anticipation  of  this  legislation  led  to  a 
downturn  in  the  activities  of  the  Channell- 
Miller  fundraising  and  Contra  assistance 
network  (see  Figure  4-1)  after  the  summer  of 
1986. 

With  the  disclosure  in  early  November  of 
the  sale  of  arms  to  Iran,  however,  persons 
involved  in  the  network  became  concerned 
that  the  story  of  the  network  would  unravel 
and  become  public.  This  prescient  concern 
led  to  meetings  between  Miller  and  North  on 
November  20  and  21. 


The  initial  meeting  was  requested  by 
Miller.  They  met  in  the  hallway  outside  of 
North's  office  in  the  Old  Executive  Office 
Building.  Miller  told  North  that  he  was  wor- 
ried about  the  possible  legal  ramifications 
and  the  costs  associated  with  a  legal  defense. 
North  told  Miller  that  he  should  use  the 
money  left  in  the  Intel  Co-Operation  (or  I.C., 
Inc.)  account  (approximately  $200,000)  for 
any  legal  fees  that  might  arise. 

North  called  Miller  the  next  day,  Novem- 
ber 2 1 ,  to  arrange  a  meeting  later  that  after- 
noon. Miller  met  North  in  the  Old  Executive 
Office  Building,  and  North  asked  him  for  a 
ride  to  Dupont  Circle.  Miller  told  North  that 
money  was  needed  from  a  foreign  source  to 
fund  public  relations  and  congressional  ac- 
tivities on  behalf  of  the  United  Nicaraguan 
Opposition  (UNO).  Miller  suggested  con- 
tacting the  Sultan  of  Brunei  or  an  Arab  coun- 
try. North's  response  was  "I  gave  one  to 
Shultz  already  and  he  [screwed  it  up]." 
North  also  stated  that  "if  Shultz  knew  that 
the  Ayatollah  was  bankrolling  this  whole 
thing  he'd  have  a  heart  attack."  Miller  did 
not  understand  either  reference. 

Either  that  day  or  the  day  before,  North 
told  Miller  that  the  Attorney  General  had 
advised  North  to  obtain  legal  counsel. 


NEPL  Activities  in  December  1986 

In  December  1986,  NEPL's  staff  received  an 
unusually  lengthy  holiday  vacation  from  De- 
cember 15  to  January  5,  1987.  The  reason 
given  for  this  lengthy  break  was  that  the 
media  were  making  it  too  difficult  for  the 
organizations  to  conduct  their  work  and  that 
the  most  sensible  response  was  to  close  oper- 
ations for  a  couple  of  weeks. 

Immediately  prior  to  the  extended  holi- 
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day,  two  NEPL  accounting  employees  were 
instructed  by  their  supervisors  to  delete  from 
the  accounting  records  any  and  all  references 
to  the  "Toys"  project.  As  mentioned  above, 
contributions  intended  for  the  purchase  of 
lethal  supplies  generally  were  designated  on 
NEPL's  books  for  the  "Toys"  project.  Alter- 
ations in  the  accounting  records  and  related 
floppy  discs  were  made  to  modify  prior  refer- 
ences to  "Toys"  to  a  neutral  project  named 
"CAFP  TV"  (presumably  Central  American 
Freedom  Project — Television  Advertising). 
In  addition,  NEPL's  principal  accountant 
took  all  NEPL  accounting  materials  home 
with  him  during  the  vacation,  including  fi- 
nancial records,  bank  statements,  check 
books,  deposit  slips,  and  the  like.  The  evi- 
dence obtained  by  the  Committees  suggests 
that  all  such  records  were  taken  to  perform 
year-end  accounting  tasks  and  were  returned 
by  the  accountant  without  further  alteration. 


February  1987  Report  from  IBC  to 
NEPL 

On  February  16,  1987,  IBC  issued  a  report 
to  NEPL  that  reconstructed  the  disposition 
of  the  Contra  assistance  payments  made  by 
NEPL  to  IBC  and  I.C.,  Inc.  during  the  pe- 
riod from  July  1985  through  the  end  of 
1986.  The  report  contained  supporting  doc- 
umentation for  many  of  the  relevant  tran- 
sactions. 

In  a  summary  at  the  beginning  of  the  re- 
port, IBC  acknowledged  that  most  of  the 
disbursements  of  these  funds  were  made  "at 


the  request  of  Lt.  Col.  Oliver  L.  North." 
Moreover,  the  summary  states  that  "we  were 
assured  by  [North]  at  the  time  that  the  funds 
were  to  be  applied  solely  for  humanitarian 
assistance."  Miller  has  told  the  Committees 
that  he  would  write  these  statements  differ- 
ently if  he  were  writing  them  today.* 


Guilty  Pleas  of  Channell  and 
Miller 

On  April  29,  1987,  Channell  pled  guilty  to  a 
one-count  criminal  information  filed  the 
same  day  by  the  Independent  Counsel.  As 
noted  above,  the  information  charged  that 
Channell,  Miller,  "and  others  known  and 
unknown  to  the  Independent  Counsel"  con- 
spired "to  defraud  the  IRS  and  deprive  the 
Treasury  of  the  United  States  of  revenue  to 
which  it  was  entitled  by  subverting  and  cor- 
rupting the  lawful  purposes  ...  of  NEPL  by 
using  NEPL  ...  to  solicit  contributions  to 
purchase  military  and  other  types  of  non- 
humanitarian  aid  for  the  Contras,"  in  viola- 
tion of  18  U.S.C.  Section  371.  The  acts 
identified  by  the  information  as  part  of  the 
conspiracy  include  the  Ramsey,  Hunt,  New- 
ington,  O'Boyle,  Garwood,  and  Claggett 
solicitations.  At  the  hearing  in  which  Chan- 
nell's  guilty  plea  was  accepted  by  the  Federal 
district  court,  Channell  named  Miller  and 
North  as  his  co-conspirators. 

Miller  pled  guilty  to  a  substantively  identi- 
cal criminal  information  on  May  6,  1987. 
Both  Channell  and  Miller  are  awaiting  sen- 
tencing. 


♦According  to  Miller,  he  told  North  in  late  1986  that  he 
"hoped  to  hell  the  account  had  been  used  for  humanitarian 
assistance."  North  responded  "Oh  hell,  yes." 
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Figure  4-1.  The  Channell-Miller  Contra  Assistance  Network 
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This  chart  represents  the  money  flow  of  the  Channell-Miller  Contra  Assistance  Network. 

Source:  Senate  Select  Committee  on  Secret  Military  Assistance  to  Iran  and  the  Nicaraguan  Opposition 
and  House  Select  Committee  to  Investigation  Covert  Arms  Transactions  with  Iran. 
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CHAPTER  5 


NSC  Staff  Involvement 
in  Criminal  Investigations 
and  Prosecutions 


During  the  period  covered  by  the  Boland 
Amendment,  federal  law  enforcement  agen- 
cies conducted  investigations  that  touched 
upon  various  aspects  of  the  secret  Contra 
support  operation.  Concerned  that  these 
investigations,  if  pursued,  would  expose  the 
NSC  staffs  covert  operations,  North  and 
Poindexter  reacted  by  contacting  the  agen- 
cies involved.  They  sought  to  monitor  inves- 
tigations and,  in  some  cases,  to  delay  or 
impede  their  progress  by  suggesting  that  na- 
tional security  was  at  stake.  Confronted  with 
such  assertions  from  White  House  officials 
involved  with  the  nation's  security,  law  en- 
forcement agencies  understandably  coope- 
rated with  the  NSC  staff  by  delaying  some 
investigations,  arranging  to  move  a  con- 
victed former  foreign  official  whom  North 
was  afraid  would  disclose  facts  about  the 
Contras  to  a  minimum  security  prison,  and 
giving  Poindexter  and  North  information 
about  other  investigations. 

The  Committees  are  aware  of  seven  such 
episodes,  three  involving  the  United  States 
Customs  Service  and  four  involving  the  De- 
partment of  Justice.  They  represent  an  inte- 
gral part  of  the  NSC  staffs  efforts  to  keep  its 


operations  even  from  those  with  legitimate 
law  enforcement  interests. 


NORTH  AND  THE  CUSTOMS  SERVICE 
Maule  Aircraft  Corporation 

In  the  summer  of  1986,  the  United  States 
Customs  Service,  following  up  on  a  CBS 
news  report,  began  an  investigation  into  alle- 
gations that  Maule  Aircraft  Corporation  of 
Macon,  Georgia,  had  shipped  four  aircraft 
into  Central  America  to  support  the  Contras 
in  possible  violation  of  U.S.  export  control 
laws. 

In  August  1986,  the  Commissioner  of  the 
U.S.  Customs  Service,  William  von  Raab, 
was  approached  by  North,  who  told  him  that 
Customs  agents  in  Georgia  were  giving 
Maule  Aircraft  Corporation  a  hard  time. 
North  said  the  Maule  Corporation  shipped 
aircraft  such  as  "Piper  Cubs"  down  south. 
North  also  said  that  Maule  was  "a  close 
friend  of  the  President."  Commissioner  von 
Raab  told  North  he  would  look  into  the  Cus- 
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toms  Service  investigation  and  assigned  the 
matter  to  William  Rosenblatt,  Assistant 
Commissioner  for  Enforcement. 

Rosenblatt  contacted  North,  who  told 
Rosenblatt  that  the  people  involved  in  the 
sale  and  export  of  the  four  Maule  aircraft 
were  "good  guys"  and  had  done  nothing  il- 
legal. North  insisted  that  the  aircraft  were 
simply  "super  Piper  Cubs"  and  were  ex- 
ported only  to  a  Central  American  country, 
where  they  were  used  to  supply  the  Contras 
with  medical  and  humanitarian  supplies. 
Rosenblatt  explained  that  in  order  to  verify 
the  legality  of  the  transactions,  Customs 
needed  certain  documents  and  photographs 
of  the  aircraft,  which  North  promised  to  pro- 
duce. In  exchange,  Rosenblatt  agreed  to 
postpone  issuance  of  subpoenas. 

Over  the  course  of  the  next  several  weeks, 
Rosenblatt  continued  to  contact  North  peri- 
odically to  request  the  promised  documenta- 
tion, which  North  led  him  to  believe  would 
be  forthcoming  "momentarily."  Because  of 
North's  promises,  Rosenblatt  told  the  agent 
in  charge  to  suspend  issuing  a  grand  jury 
subpoena  for  Maule,  although  the  agent  as- 
serted that  the  Maule  officials  were  "stone- 
walling" him. 

On  November  10,  Rosenblatt  met  with 
Commissioner  von  Raab  to  discuss  North's 
assertions  that  the  Customs  investigation 
could  compromise  national  security,  includ- 
ing an  effort  to  obtain  the  release  of  the  hos- 
tages. At  that  meeting,  von  Raab  advised 
Rosenblatt  to  speak  with  Robert  Kimmitt, 
General  Counsel  to  the  Treasury  Depart- 
ment, about  his  inability  to  obtain  the  Maule 
and  SAT  records.  Rosenblatt  scheduled  that 
meeting  for  the  afternoon  of  November  17. 

On  the  morning  of  November  17,  Rosen- 
blatt called  North  to  attempt  again  to  get  the 


promised  documents  on  Maule  Aircraft.  To 
Rosenblatt's  surprise,  North  indicated  that 
he  had  the  documents  and  would  send  them 
right  over.  When  they  arrived,  however, 
Rosenblatt  was  quite  disappointed.  They  did 
not  include  purchase  orders,  photographs,  or 
other  documents  sufficient  to  dispose  of  the 
Customs  inquiry.  That  afternoon,  Rosen- 
blatt met  with  Kimmitt  and  related  the  en- 
tire episode  involving  Maule  and  SAT.  At 
that  point,  the  investigation  resumed,  6 
weeks  after  it  had  been  halted  at  North's 
request. 


MIAMI  NEUTRALITY  INVESTIGATION 

In  connection  with  another  investigation, 
this  one  conducted  by  the  Office  of  the 
United  States  Attorney  for  the  Southern  Dis- 
trict of  Florida,  North  and  Poindexter  were 
able  to  obtain  information  concerning  the 
vulnerability  of  the  Enterprise. 


The  Roots  of  the  Investigation 

On  July  21,  1985,  the  Miami  Herald  pub- 
lished an  article  by  reporters  Martha  Honey 
and  Tony  Avirgan.  In  that  article,  a  merce- 
nary for  Civilian  Military  Assistance  (CMA) 
named  Steven  Carr,  who  was  then  impris- 
oned in  Costa  Rica,  spoke  of  an  arms  ship- 
ment from  Fort  Lauderdale  to  a  Central 
American  location.  The  article  caught  the 
attention  of  the  FBI  in  the  Southern  District 
of  Florida,  which  opened  an  investigation 
into  Carr's  allegations  and  alerted  FBI  head- 
quarters in  Washington,  D.C.,  as  required  in 
any  matter  involving  the  Neutrality  Act. 
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Garcia  Allegations 

In  December  1985,  an  individual  named 
Jesus  Garcia  was  convicted  in  the  Southern 
District  of  Florida  on  charges  of  possessing 
an  unlicensed  machine  gun. 

While  Garcia  was  awaiting  sentence,  he 
offered  through  his  attorney  to  provide  fed- 
eral authorities  with  information  relating  to 
paramilitary  plots  in  Central  America.  As  a 
result  of  that  offer,  he  was  interviewed  on 
January  7,  1986  by  two  FBI  agents.  He 
claimed  that  he  had  been  set  up  on  the  ma- 
chine gun  charge  by  a  person  who  sup- 
posedly worked  for  Tom  Posey  and  the 
CMA,  a  pro-Contra  paramilitary  group.  Ac- 
cording to  Garcia,  Posey  was  attempting  to 
neutralize  him  because  of  his  knowledge  of  a 
CMA  plot  to  assassinate  Ambassador  Lewis 
Tambs  to  collect  a  reward  offered  by  a  noto- 
rious drug  kingpin  in  Central  America.  The 
assassination,  Garcia  told  the  FBI,  would,  as 
an  added  benefit,  be  blamed  on  the  Sandinis- 
tas, thereby  assisting  the  Contras'  cause. 
Garcia  also  gave  the  FBI  further  details  on 
the  gun  shipment  reported  earlier  in  the 
Miami  Herald. 

The  FBI  agents  and  Jeffrey  Feldman,  the 
Assistant  United  States  Attorney  conducting 
the  investigation,  were  all  skeptical.  Never- 
theless, given  the  gravity  of  Garcia's  allega- 
tions, the  investigation  continued.  At  the 
request  of  the  FBI,  embassy  officials  in  Costa 
Rica  interviewed  Carr  and  other  American 
mercenaries  imprisoned  in  that  country. 
Hotel  records  at  the  alleged  site  of  a  critical 
meeting  seemed  to  confirm  its  occurrence. 
Flight  plans  and  records  suggested  that  the 
alleged  arms  shipment  also  could  have  oc- 
curred. 

During  this  phase  of  the  investigation,  the 
FBI  received  allegations  that  North,  Owen, 


and  John  Hull  were  involved  in,  or  at  least 
aware  of,  the  gun  running  plots.  This  infor- 
mation was  not  supplied  by  Garcia,  but  came 
through  other  sources. 

On  March  14,  1986,  an  FBI  agent  and 
Feldman  met  with  Anna  Barnett,  the  Execu- 
tive Assistant  United  States  Attorney.  While 
the  FBI  agent  and  Feldman  were  in  Barnett's 
office  discussing  the  investigation,  United 
States  Attorney  Leon  Kellner  came  in  to  in- 
quire whether  anyone  was  aware  of  an  al- 
leged plot  to  assassinate  Ambassador  Tambs. 
According  to  Kellner,  he  had  just  received  a 
call  from  someone  at  the  Department  of  Jus- 
tice in  Washington  who  wanted  information 
about  the  investigation.  At  or  shortly  after 
that  meeting,  it  was  decided  that  the  FBI 
agents  and  Feldman  would  travel  to  New 
Orleans  to  interview  Jack  Terrell,  a/k/a 
"Colonel  Flaco,"  a  former  CMA  mercenary 
who,  they  had  been  told,  knew  more  details 
of  the  conspiracy. 


Terrell  and  Costa  Rica 

In  New  Orleans,  Terrell  provided  the  FBI 
agents  and  Feldman  with  additional  infor- 
mation on  the  alleged  assassination  plot  and 
arms  shipment.  When  pressed,  however, 
Terrell  admitted  that  most,  and  perhaps  all, 
of  his  information  was  based  on  hearsay 
rather  than  on  his  direct  participation  or  ob- 
servation. 

Feldman  and  the  FBI  agents  traveled  to 
Costa  Rica  on  March  31,  1986,  and  reported 
to  the  U.S.  Embassy.  There  they  met  with 
Tambs,  who  wanted  to  know  the  purpose  of 
their  visit.  Feldman  briefed  Tambs 
thoroughly  on  their  investigation  and  inten- 
tions. During  that  briefing,  Feldman  showed 
Tambs  a  chart  he  had  drawn  to  illustrate  the 
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supposed  conspiracy  that  had  been  described 
to  him.  The  chart  showed  a  pyramid  of  par- 
ticipants, with  lines  of  involvement  running 
up  through  John  Hull  and  Robert  Owen  to 
Oliver  North  at  the  top. 

When  he  saw  the  chart,  Tambs  summoned 
"Thomas  Castillo,"  who  introduced  himself 
to  the  investigators  as  a  CIA  station  chief. 
Castillo  provided  them  background  informa- 
tion on  Hull.  According  to  Feldman,  Castillo 
also  spoke  of  North  warmly  as  "the  person 
who  introduced  me  to  the  President  of  the 
United  States  last  week." 

Over  the  course  of  the  next  two  days,  Feld- 
man, the  FBI  agents,  and  various  embassy 
personnel  interviewed  Steven  Carr  and  sev- 
eral other  imprisoned  mercenaries.  They  at- 
tempted to  set  up  an  interview  with  Hull,  who 
initially  agreed  and  then  declined  to  speak  to 
them.  Feldman  was  also  told  by  an  employee 
at  the  U.S.  Embassy  that  Hull  had  been  con- 
tacted by  the  NSC  about  the  investigation. 


April  4  Meeting 

Feldman  met  late  on  the  afternoon  of  April  4, 
1986,  with  Kellner  and  Barnett  to  discuss  the 
results  of  his  trip  to  Costa  Rica.  Also  present 
were  Larry  Scharf  (Special  Counsel  to  the 
United  States  Attorney)  and  Richard  Grego- 
rie  (Chief  Assistant  United  States  Attorney). 

Feldman  explained  to  them  that,  while  the 
assassination  plot  seemed  to  be  fading  as  a 
cause  for  concern  or  a  vehicle  for  prosecu- 
tion, the  gun-running  charges  seemed  to 
have  some  basis  in  fact.  Others  at  the  meet- 
ing believed,  however,  that  Feldman  was 
having  a  difficult  time  fitting  a  complex  com- 
bination of  facts,  witnesses,  and  actors  into  a 
coherent  theory  of  prosecution. 

At  one  point,  the  topic  of  the  Boland 


Amendment  was  raised.  Because  no  one  in 
the  room  was  familiar  with  the  details  of  that 
legislation  Barnett  asked  Assistant  United 
States  Attorney  David  Liewant  to  locate  it 
with  the  research  computer. 

According  to  Liewant,  when  he  arrived  at 
Kellner's  office  with  the  printout,  only  Kell- 
ner, Barnett,  and  Feldman  were  present  and 
Keller  was  on  the  telephone  talking  to  some- 
one at  the  Department  of  Justice.  According 
to  Liewant,  when  Kellner  hung  up,  he  turned 
to  Barnett,  Feldman,  and  Liewant  and  said 
that  the  Department  wanted  them  to  "go 
slow"  on  the  investigation.  Liewant  could 
tell  from  Kellner's  expression  and  tone  of 
voice  that  Kellner  was  disdainful  of  that  sug- 
gestion and  had  no  intention  of  actually 
slowing  the  investigation. 

If  Liewant's  account  of  this  meeting  is  cor- 
rect, the  Department  of  Justice  would  appear 
to  have  been  exerting  improper  influence  to 
delay  an  investigation,  albeit  influence 
brushed  aside  by  Kellner.  But  each  of  the 
other  participants  in  the  April  4  meeting 
deny  that  any  such  telephone  conversation 
took  place.  Richard,  Trott,  Jensen,  and 
Meese  also  deny  that  any  telephone  call  like 
that  described  by  Liewant  occurred  or  that 
anyone,  to  their  knowledge,  attempted  to 
slow  the  investigation  at  any  time. 

At  the  end  of  the  meeting  on  April  4,  Kell- 
ner asked  Feldman  to  draft  a  memorandum 
pulling  together  the  results  of  the  investiga- 
tion to  date  as  well  as  Feldman's  approach  to 
any  possible  prosecution. 


The  Meese  Aside 

On  April  12,  Meese,  along  with  Jensen  and 
Revell,  arrived  in  Miami  to  visit  a  number  of 
FBI  agents  wounded  in  a  shoot-out  the  day 
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before.  Kellner  accompanied  Meese  on  his 
visits. 

During  the  day,  Meese  pulled  him  aside 
and  asked  him  about  the  Garcia  investiga- 
tion. Kellner  believes  that  he  told  Meese  that 
there  did  not  appear  to  be  much  substance  to 
the  assassination  allegations,  but  that  the 
gun-running  investigation  was  continuing. 
Kellner  testified  that  Meese  neither  stated 
nor  implied  that  the  investigation  should  be 
slowed  or  conducted  in  any  other  particular 
manner. 

Feldman  first  concluded  it  was  time  to  issue 
grand  jury  subpoenas  for  various  documents  and 
witnesses  but  then  decided  further  investigation 
was  needed  first.  At  one  point  Feldman  said  Kell- 
ner told  him  to  suspend  the  investigation  until 
Kellner  returned  from  Washington  because  "pol- 
itics" was  involved.  In  Washington,  meanwhile, 
FBI  and  Justice  Department  officials  were  show- 
ing unusual  interest  in  the  investigation.  Deputy 
Attorney  General  D.  Lowell  Jensen  discussed  the 
case  directly  with  Meese,  and  it  was  decided  that 
Poindexter  should  be  advised.  But  when  Kellner 
returned  to  Miami,  he  told  Feldman  to  proceed. 

Upon  receiving  approval  from  Kellner, 
Feldman  proceeded  with  the  investigation. 
The  Independent  Counsel  subsequently  de- 
clined to  take  over  the  case  and  Feldman  was 
continuing  to  investigate  the  matter  at  the 
time  he  was  deposed  by  the  Committees. 


REWARD  FOR  A  FRIEND 

In  one  episode,  the  NSC  staff  undertook  to 
persuade  the  Department  of  Justice  to  "re- 
ward" someone  characterized  by  North  as  a 
"friend"  who  had  been  convicted  of  plotting 
to  assassinate  a  Central  American  leader.  In 


that  episode,  the  NSC  staffs  motive  appears 
to  have  been  a  desire  to  prevent  disclosure  of 
certain  questionable  activities. 

According  to  a  North  PROF  to  Poindex- 
ter, the  "friend"  was  an  official  in  a  Central 
American  country  with  whom  North,  the 
U.S.  Ambassador,  General  Gorman,  and 
Dewey  Clarridge  arranged  for  bases  for  the 
Contras  as  well  as  overall  logistics,  training 
and  support. 

This  official  and  other  plotters  were  in- 
dicted prior  to  1986  for  conspiracy  to  assassi- 
nate a  Central  American  leader.  Pursuant  to 
a  plea  agreement,  the  official  pleaded  guilty 
to  two  felony  counts  which  carried  a  signifi- 
cant maximum  sentence;  and  he  was  later 
sentenced  to  two  shorter,  though  still  signif- 
icant, prison  terms  to  run  concurrently. 

At  the  sentencing  hearing,  U.S.  military 
officials  assigned  to  the  State  Department 
testified  on  behalf  of  the  official.  The  court 
provided  that  the  official  could  be  immedi- 
ately eligible  for  parole  if  so  determined  by 
the  Parole  Commission  and  recommended 
he  serve  his  sentence  at  a  minimum  security 
institution.  Meanwhile,  Assistant  Secretary 
of  State  Elliott  Abrams  promised  the  offi- 
cial's government  that  he  would  look  into  the 
case. 

In  a  September  17,  1986  PROF  message  to 
Poindexter,  North  noted  that  the  official  was 
under  the  impression  he  would  serve  only  a 
matter  of  days  or  weeks  at  the  minimum 
security  institution  and  then  be  released. 
North  was  concerned  that  once  the  official 
realized  he  was  really  going  to  serve  a  long 
sentence,  "he  will  break  his  longstanding  si- 
lence about  the  Nic[araguan]  Resistance  and 
other  sensitive  operations."  North  noted  the 
next  morning  he  would  meet  with  Oliver  Re- 
vell,  Steven  Trott,  and  Elliott  Abrams  to  ex- 
plore the  possibility  of  a  pardon,  clemency, 


108 


deportation,  or  sentence  reduction.  The  ob- 
jective of  this  exercise,  as  North  put  it,  was 
"to  keep  [the  official]  from  feeling  like  he  was 
lied  to  in  legal  process  and  start  spilling  the 
beans."  Admiral  Poindexter  responded: 
"You  may  advise  all  concerned  that  the  Pres- 
ident will  want  to  be  as  helpful  as  possible  to 
settle  this  matter." 

Representatives  of  different  agencies  of  the 
Administration  met  to  discuss  the  request  for 
leniency.  Deputy  Assistant  Attorney  Gen- 
eral Mark  Richard  attended  a  meeting  where 
Defense  Department  representatives  argued 
on  the  official's  behalf.  Richard  concluded 
their  reasons  were  not  sufficiently  specific. 
No  one  ever  gave  a  detailed  account  of  what 
the  official  had  actually  done  for  the  United 
States  to  deserve  leniency.  He  was  always 
simply  described  as  a  "friend  of  the  United 
States."  The  State  Department  agreed  with 
the  Department  of  Justice  that  the  official 
was  a  terrorist  and  should  be  punished.  The 
CIA  did  not  express  an  opinion. 

In  early  October,  North  tried  again  with 
the  Department  of  Justice,  this  time  with 
help  from  General  Gorman  and  Dewey  Clar- 
ridge.  Also  at  this  meeting  were  Mark  Rich- 
ard (filling  in  for  Trott),  Revell,  and  Elliott 
Abrams.  North,  Gorman  and  Clarridge  all 
argued  for  leniency  for  the  official,  explain- 
ing only  that  the  official  was  a  "friend  of  the 
government"  who  was  "always  ready  to  as- 
sist us"  and  "was  helpful  in  accommodating 
our  military."  Abrams  agreed  that  the  U.S. 
should  do  what  it  could  for  the  official, 
thereby  reversing  the  State  Department's 
earlier  position. 

North  said  Trott  and  Revell  believed  this 
should  result  in  the  release  and  deportation 
of  the  official.  North  suggested  that  the  offi- 
cial's attorney  should  be  discreetly  briefed  to 
mollify  the  concerns  of  those  involved  that 


the  official  "will  start  singing  songs  nobody 
wants  to  hear." 

Richard  soon  determined  that  neither 
Trott  nor  Kellner  had  any  objection  to  rede- 
signating the  official  to  the  minimum  secu- 
rity institution,  as  contemplated  in  the 
original  court's  recommendation  and  made 
the  appropriate  arrangements  with  the  Bu- 
reau of  Prisons. 


THE  FAKE  PRINCE 

In  April  1985,  a  man  who  said  he  was  a  Saudi 
"prince"  offered  to  donate  $14  million  to  the 
Contras  but  ended  up  swindling  North  and 
Miller,  to  the  tune  of  $370,000,  according  to 
Miller.  North  tried  to  obstruct  the  FBI's  investi- 
gation of  bank  fraud  charges  against  the 
"prince."  In  the  end  North  told  Miller  he  could 
reimburse  himself  for  the  $370,000  by  taking  the 
money  from  Contra  assistance  funds.  The  Saudi 
"prince"  turned  out  to  be  an  Iranian  con  man  who 
was  later  incarcerated  in  a  Federal  penitentiary 
in  Texas. 


INSTIGATION  OF  INVESTIGATIONS 

North  attempted  to  exploit  his  contacts  with 
the  FBI  to  attempt  to  instigate  or  intensify 
investigations  of  people  and  organizations 
perceived  as  threats  to  the  Enterprise.  He 
was  ultimately  assisted  in  this  effort  by  Rich- 
ard Secord  and  Glenn  Robinette. 

In  early  1986,  Secord  had  been  the  target 
of  allegations  that  he  was  running  guns  and 
drugs  between  Central  America  and  the 
United  States.  In  May  1986,  these  allegations 
blossomed  into  a  lawsuit  filed  in  United 
States  District  Court  for  the  Southern  Dis- 
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trict  of  Florida.  The  lead  plaintiffs  in  the 
action  were  reporters  Martha  Honey  and 
Tony  Avirgan,  who  were  represented  by  the 
Christie  Institute.  The  defendants  included 
Secord,  Thomas  Clines,  Theodore  Shackley, 
and  John  Hull. 

At  some  point  after  the  lawsuit  was  filed, 
North  again  contacted  Oliver  Revell,  this 
time  to  suggest  that  the  federal  government 
ought  to  investigate  the  plaintiffs  because  he 
thought  they  were  probably  being  funded  or 
supported  by  the  Sandinistas.  Revell  told 
him  that  the  FBI  did  not  engage  in  that  type 
of  investigation. 

On  May  9,  the  FBI  interviewed  North 
about  alleged  measures  taken  against  him. 
North  claimed  that  his  car  had  been  vandal- 
ized, he  had  been  followed,  and  his  dog  had 
been  poisoned.  North  also  claimed  a  fake 
bomb  device  had  been  left  in  his  mailbox.  He 
had  not  kept  the  device,  however,  for  the  FBI 
to  analyze.  North  told  the  FBI  that  he  had 
written  down  the  license  number  of  the  car 
that  was  used  to  follow  him,  but,  after  several 
requests  from  the  FBI,  he  failed  to  provide  it, 
claiming  he  lost  the  number. 

The  FBI  checked  with  the  local  police  re- 
garding the  fake  bomb  device  placed  in 
North's  mailbox.  North  had  told  them  he 
discarded  it  before  it  could  be  examined.  The 
FBI  concluded  it  was  probably  a  prank 
rather  than  a  threat. 

On  June  3,  1986,  North  met  with  FBI 
agents  to  discuss  an  investigation  they  had 
been  conducting  into  allegations  by  North 
that  he  was  the  target  of  politically  moti- 
vated vandalism  and  harassment,  perhaps  by 
foreign  intelligence  sources.  At  this  meeting, 
North  expressed  his  displeasure  about  the 
FBI's  alleged  lack  of  effort  in  the  investiga- 
tion. In  particular,  he  complained  that  the 
FBI  had  never  contacted  an  NSC  staffer  who 


supposedly  was  the  source  of  allegations 
linking  North  to  drug  traffic,  had  not  investi- 
gated Daniel  Sheehan  of  the  Christie  Insti- 
tute, had  not  interviewed  a  reporter  who 
claimed  North  had  threatened  him,  had  not 
examined  allegations  made  by  Senator  Kerry 
against  North,  and  had  not  attempted  to  in- 
terview Senator  Durenberger  and  Repre- 
sentative Hamilton  to  determine  the  sources 
for  allegations  made  against  North  about 
which  they  had  raised  questions.  Despite 
these  complaints,  the  FBI  ultimately  closed 
its  investigation  after  concluding  that  none 
of  North's  complaints  could  be  traced  to  for- 
eign intelligence  sources. 

North  ultimately  hit  on  a  better  formula, 
however,  with  Secord's  assistance.  In  March 
1986,  Secord  had  retained  Glenn  Robinette, 
a  security  consultant  and  former  CIA  officer, 
to  conduct  a  private  investigation  of  some  of 
the  individuals  ultimately  involved  in  the 
Honey  and  Avirgan  lawsuit.  One  of  the  peo- 
ple Secord  singled  out  for  such  treatment 
was  Jack  Terrell,  also  known  as  "Colonel 
Flaco."  Terrell  had  at  one  time  been  a  pro- 
Contra  mercenary  associated  with  Tom 
Posey  and  CMA.  He  ultimately  became  disil- 
lusioned with  the  Contras,  however,  and 
began  to  cooperate  with  the  plaintiffs  in  the 
lawsuit.  He  threatened  to  testify  that  North 
had  helped  provide  secret  funding  to  the 
Contras  and  that  he,  Terrell,  had  used  CMA 
as  a  cover  from  which  to  carry  out  CIA- 
sponsored  assassinations. 

In  mid- 1986,  the  FBI  received  information 
from  a  classified  source  that  pro-Sandinista 
individuals  might  have  been  contemplating 
an  assassination  of  President  Reagan.  The 
FBI  suspected  that  Terrell  might  be  involved 
and  disseminated  this  information  to  the 
CIA,  Secret  Service,  State  Department,  De- 
partment of  Justice,  and  NSC. 
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Shortly  thereafter,  on  July  15,  1986,  Re- 
vell  received  a  call  from  North,  who  in- 
dicated that  he  knew  a  person  familiar  with 
Terrell's  activities  and  would  make  his  con- 
tact available  for  debriefing.  The  FBI  met 
that  evening  with  Robinette,  North's  con- 
tact, who  told  them  he  had  met  Terrell  on 
July  1 1  while  posing  as  an  attorney  exploring 
the  possibility  of  collaborating  with  Terrell 
on  a  book,  movie,  and  television  program. 
Robinette,  who  was  in  daily  contact  with 
Terrell,  offered  to  assist  the  FBI  in  gaining 
information  about  him. 

On  July  22,  1986,  FBI  agents  interviewed 
North.  He  told  them  he  had  heard  of  Terrell 
eighteen  months  earlier  when  a  Contra  intel- 
ligence officer  complained  of  Terrell's  brutal- 
ity. North  claimed  he  suggested  at  the  time 
of  that  incident  that  local  officials  should 
expel  Terrell.  North  stated  that  he  had  heard 
that  Terrell  had  tried  to  import  guns  into  a 
Central  American  country  and  had  claimed 
to  be  formerly  with  U.S.  Army  Special 
Forces  and  the  CIA. 

The  FBI  agents  asked  North  about  Secord 
and  Robinette.  North  said  Secord  ran  an  im- 
port-export business  and  was  a  consultant  to 
the  Defense  Department  and  emphasized  Se- 
cord did  not  work  for  him.  He  said  Robinette 
was  a  security  consultant  hired  by  Secord  to 
investigate  Terrell.  North  acknowledged  he 
met  with  Robinette  prior  to  sending  him  to 
the  FBI  and  that  Robinette  gave  him  copies 
of  the  Terrell  manuscript  and  the  other 


materials  Robinette  shared  with  the  FBI. 
North  stated  that  neither  he  nor  his  staff  was 
responsible  for  arming,  funding,  or  adminis- 
tering Contra  programs  and  denied  he  was 
involved  with  covert  operations  being  run 
from  the  U.S. 

The  FBI  decided  to  watch  Terrell  with 
Robinette's  help.  Although  Robinette 
refused  to  wear  a  recording  device,  he  re- 
ported back  to  the  FBI  after  he  met  with 
Terrell.  Shortly  thereafter,  Terrell  went  to 
Miami  at  the  same  time  President  Reagan 
visited  Miami.  Agents  observed  him  there 
and  concluded  he  was  not  a  threat  to  the 
President.  The  FBI  then  terminated  this  in- 
vestigation. 


SUMMARY 

We  do  not  mean  to  impugn  the  integrity  of 
the  law  enforcement  officials  involved. 
Suggestions  that  national  security  could  be 
compromised,  coming  from  NSC  aides, 
inevitably  were  given  weight  by  law  enforce- 
ment officials  and  led  them  on  occasion  to 
provide  information  to  the  NSC  staff  and  to 
delay  investigations.  The  fault  lies  with  the 
members  of  the  NSC  staff  who  tried  to  com- 
promise the  independence  of  law  enforce- 
ment agencies  by  misusing  claims  of  national 
security. 


Ill 


CHAPTER  6 


Keeping  "USG  Fingerprints 
Off  the  Contra  Operation: 
1984-1985 


In  October  1984,  the  President  signed  into 
law  a  version  of  the  Boland  Amendment  bar- 
ring the  Central  Intelligence  Agency,  the  De- 
partment of  Defense,  and  "any  other  agency 
or  entity  of  the  United  States  involved  in 
intelligence  activities"  from  providing  sup- 
port to  Contra  military  activities.  Explaining 
the  statute  on  the  floor  of  the  House  of  Re- 
presentatives immediately  before  its  passage, 
Representative  Edward  P.  Boland,  then 
Chairman  of  the  House  Permanent  Select 
Committee  on  Intelligence,  was  clear  about 
the  legislation's  intent:  the  provision  "ends 
U.S.  support  for  the  war  in  Nicaragua."  Na- 
tional Security  Adviser  Robert  C.  McFar- 
lane  acknowledged  that  intent:  "the  Boland 
Amendment  governed  our  actions,"  he  told 
these  Committees.  Although  Congress  even- 
tually approved  humanitarian  aid  for  the 
Contras  and  authorized  intelligence  sharing, 
the  full  prohibition  on  lethal  support  re- 
mained in  effect  until  October  1986. 

Despite  the  Boland  Amendment's  prohibi- 
tion, U.S.  support  for  the  Nicaraguan  Resist- 


*North's  term  used  in  two  PROF  notes  to  Poindexter  dealing 
with  the  possible  disclosure  of  the  U.S.  Government  link  to 
the  Contra  operation. 


ance  continued.  As  set  forth  fully  in 
Chapters  2  and  3,  members  of  the  National 
Security  Council  staff — with  help  from  offi- 
cials of  other  Government  agencies — super- 
vised a  covert  operation  supporting  the 
Contras.  They  provided  weapons  and  mili- 
tary intelligence  to  the  Resistance  and  resup- 
plied  troops  inside  Nicaragua,  using  funds 
raised  from  foreign  countries,  private  citi- 
zens, and  ultimately  the  Iranian  arms  sales. 
They  did  so  despite  the  unambiguous  intent 
of  Congress  that  the  U.S.  Government,  in- 
cluding the  NSC  staff,  could  not  aid  the  Con- 
tras' military  effort. 

Secrecy,  therefore,  was  vital  to  the  success 
of  the  Contra  operation.  Disclosure  of  U.S. 
support,  Oliver  North  wrote  to  John  Poin- 
dexter in  May  1986,  "could  well  become  a 
political  embarrassment  for  the  President 
and  you."  Moreover,  disclosure  would  surely 
doom  the  project.  Poindexter  told  these 
Committees:  "It  was  very  likely  if  it  became 
obvious  what  we  were  doing  that  Members 
of  Congress  would  have  maybe  tightened  it 
[the  law]  up.  I  didn't  want  that  to  happen." 

But  just  as  secrecy  was  vital  to  the  opera- 
tion's success,  even  limited  success  jeopard- 
ized that  secrecy.  As  the  Contras  continued 


112 


to  purchase  supplies  and  equipment  despite 
the  cut-off  of  aid,  Congress  and  the  media 
inquired,  inevitably,  about  the  sources  of  Re- 
sistance support  and  funding. 

Officials  involved  in  the  Contra  support 
operation  took  every  precaution  to  ensure 
that  the  project  remained  secret.  They  with- 
held the  facts  from  some  Administration  of- 
ficials who  spoke  out  frequently  on  U.S. 
policy  in  Central  America,  forcing  them  to 
mislead  Congress  and  the  American  people. 
They  discouraged  reporters  from  pursuing 
the  link  between  the  NSC  staff  and  the  Con- 
tras.  And  they  responded  to  direct  inquiries 
with  half  truths  and  false  statements. 


1983-1984:  SUSPICIONS,  AND  THE 
"CASEY  ACCORDS" 

Even  before  the  full-prohibition  Boland 
Amendment  was  enacted  in  October  1984, 
Members  of  Congress  were  concerned  that 
the  Administration  was  not  providing  suffi- 
cient information  about  the  covert  program 
in  support  of  the  Nicaraguan  Resistance. 

In  April  1983,  Senator  Daniel  Moynihan, 
Vice  Chairman  of  the  Senate  Select  Commit- 
tee on  Intelligence,  spoke  of  a  "crisis  of 
confidence"  between  Congress  and  the  intel- 
ligence agencies  running  the  operation.  A 
year  later,  Committee  Chairman  Barry 
Goldwater  rebuked  the  CIA  in  the  wake  of 
the  revelations  related  to  Nicaragua  harbor 
mining. 

After  the  mining  incident  became  public 
in  April  1984,  Director  Casey  was  called  be- 
fore an  extraordinary  secret  session  of  the 
Senate — 60  Members  were  present — to  ex- 
plain the  failure  to  consult  adequately  ahead 
of  time.  The  Director  apologized  at  the  ses- 


sion, and  promised  a  new  spirit  of  coopera- 
tion. The  promise  would  soon  be  formalized 
in  what  became  known  as  the  "Casey  Ac- 
cords," an  agreement  between  the  CIA  and 
the  Senate  Intelligence  Committee  on  con- 
sultation guidelines  for  covert  operations. 

The  accords  reflected  the  recognition  that 
cooperation  and  forthrightness  on  covert  ac- 
tivities were  essential  in  the  relationship  be- 
tween the  Executive  and  Congress.  But  the 
subsequent  actions  of  Casey  and  members  of 
the  NSC  staff  did  not  reflect  that  recognition. 


1984:  TESTIMONY  BEFORE 
CONGRESS  ON  THIRD-COUNTRY 
ASSISTANCE 

In  December  1983,  the  President  signed  into 
law  legislation  limiting  funding  for  the  Con- 
gras  in  fiscal  year  1984  to  $24  million. 

The  Administration,  however,  sought 
funding  for  the  Contras  beyond  the  $24  mil- 
lion appropriation.  On  several  occasions  in 
1984,  officials  tried  to  obtain  aid  for  the  Con- 
tras from  third-country  sources.  Those  at- 
tempts occurred  as  early  as  February,  when 
the  Administration  began  to  suspect  that 
Congress  was  not  likely  to  approve  supple- 
mental funding  for  the  Contras  when  the  $24 
million  ran  out.  Shortly  thereafter,  McFar- 
lane  sought  to  obtain  equipment,  materiel 
and  training  for  the  Contras  from  Country  1 . 

Stories  about  the  third-country  contacts 
soon  began  appearing  in  the  media. 
Prompted  by  the  reports,  the  House  Perma- 
nent Select  Committee  on  Intelligence  re- 
quested an  appearance  on  May  2  by  CIA 
Director  Casey  and  Kenneth  W.  Dam,  then 
Deputy  Secretary  of  State.  The  testimony  oc- 
curred about  5  weeks  after  Casey  had  sent 
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the  memorandum  to  McFarlane  outlining 
the  CIA's  efforts  to  obtain  lethal  assistance 
for  the  Contras  from  Country  1  and  Country 
6  and  indicating  Casey's  awareness  of 
McFarlane's  attempt  to  obtain  assistance 
from  Country  1.  Coming  only  days  after  he 
had  pledged  to  be  fully  candid  with  Con- 
gress, Casey's  testimony  was  inconsistent 
with  his  memorandums: 

STOKES:  .  .  .  There  has  been  some  talk  in  the 
media  with  reference  to  [Country  1]  or 
[Country  2]  being  alternative  funding 
sources.  What  can  you  tell  us  about  that? 

casey:  Well,  there  has  been  a  lot  of  discus- 
sion. We  have  not  been  involved  in  that  at  all. 

fowler:  Who  has? 

CASEY:  I  do  not  know. 


fowler:.  .  .  Is  any  element  of  our  Govern- 
ment approaching  any  element  of  another 
Government  to  obtain  aid  for  the  Contras? 

CASEY:  No,  not  to  my  knowledge. 


approaches  to  Countries  1  and  6,  did  not 
correct  Dam's  statements. 

On  September  9,  two  major  newspapers, 
The  New  York  Times  and  the  Miami  Her- 
ald, published  reports  suggesting  that  third 
countries  and  private  U.S.  citizens  had  re- 
placed the  CIA  in  providing  aid  to  the  Con- 
tras. The  reports  prompted  another 
Congressional  inquiry.  Three  days  after  the 
stories  appeared,  the  House  Intelligence 
Committee  called  officials  from  the  CIA  and 
the  State  Department  to  appear  before  it. 
Members  assumed  that  these  officials 
— Dewey  Clarridge,  the  CIA's  Latin  Ameri- 
can Division  Chief,  and  Ambassador  An- 
thony Langhorne  Motley,  Assistant 
Secretary  of  State  for  Inter-American  Af- 
fairs— would  know  whether  the  reports  were 
true  or  false. 

Clarridge  told  the  Members  that  the  CIA 
believed  the  Contras  had  been  receiving 
about  $  1  million  per  month — precisely  what 
Country  2  had  provided.  He  added,  how- 
ever, "We  know  of  no  place  or  no  country 
that  has  supplied  any  funds  in  any  real 
amount." 


Kenneth  Dam  acknowledged  to  the  Com- 
mittees that  "there  have  been  conversations 
with  [Country  1]"  about  aid  to  the  Contras 
and  explained  that  those  talks  had  led  no- 
where. He  also  said  that  there  had  been  no 
"high  level"  approach  to  Country  2.  Asked 
about  Administration  activities,  Dam  denied 
that  the  U.S.  Government  was  approaching 
other  countries  for  assistance.  Dam's  denials 
accurately  reflected  State  Department  policy 
but  not  Administration  activities.  There  is  no 
evidence  that  Dam  was  aware  of  the  Casey 
and  McFarlane  third-country  efforts  or  that 
he  did  not  make  his  statements  in  good  faith. 
However,  Casey,  who  knew  at  least  about  the 


Asked  several  times,  several  ways,  if  the  U.S.  was 
soliciting  foreign  help  for  the  Contras,  Motley 
repeatedly  said  no. 


EARLY  1985:  THE  SECOND  COUNTRY 
2  CONTRIBUTION 

In  February  1985,  the  Administration  ob- 
tained an  additional  donation  from  Country 
2.  A  $5  million  deposit  was  made  on  Febru- 
ary 27,  1985;  by  the  end  of  March  1985,  the 
amount  totaled  $24  million,  bringing  the 
total  donation  from  that  country  to  about 
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$32  million.  Again,  officials  took  steps  to  en- 
sure that  the  funding  remained  secret. 

Within  weeks  of  the  new  donation,  Assist- 
ant Secretary  Motley  was  called  to  testify 
before  the  Senate  Committee  on  Foreign  Re- 
lations. On  March  26,  1985,  Senator  Christo- 
pher Dodd  asked  about  "a  number  of  rumors 
or  news  reports  around  this  town  about  how 
the  Administration  might  go  about  its  fund- 
ing of  the  Contras  in  Nicaragua.  There  have 
been  suggestions  that  it  would  be  done 
through  private  groups  or  through  funneling 
funds  through  friendly  third  nations,  or  pos- 
sibly through  a  new  category  of  assistance 
and  asking  the  Congress  to  fund  the  program 
openly."  Motley  replied  that  the  Boland 
Amendment  prohibited  "any  U.S.  assistance 
whether  direct  or  indirect,  which  to  us  would 
infer  also  soliciting  and/or  encouraging  third 
countries;  and  we  have  refrained  from  doing 
that  because  of  the  prohibition." 

Even  as  the  CIA  was  directly  or  indirectly  help- 
ing the  Contras  in  several  ways,  Casey  told  the 
Senate  Intelligence  Committee  that  his  Agency 
had  "carefully  kept  away  from  anything  which 
would*  suggest  involvement  in  their  activities." 


would  never  again  be  allowed  to  visit  FDN 
bases  or  travel  with  their  units."  North 
added:  "At  no  time  did  my  name  or  an  NSC 
connection  arise  during  their  discussion." 

North  and  retired  Major  General  John  K. 
Singlaub  had  already  devised  a  plan  to  divert 
press  attention  away  from  the  NSC  staffs 
Contra  operation,  which  by  then  was  being 
coordinated  under  North  by  Richard  Secord, 
Richard  Gadd,  and  their  employees.  North 
encouraged  Singlaub  to  court  the  media, 
realizing  that,  as  Singlaub  put  it,  "If  I  [Sin- 
glaub] had  high  visibility,  I  might  be  the 
lightening  rod  and  take  the  attention  away 
from  himself  [North]  and  others  who  were 
involved  in  the  covert  side  of  support." 

The  plan  seems  to  have  had  some  success. 
Shortly  after  his  discussion  with  North,  Sin- 
glaub was  the  subject  of  a  long  article  in  The 
Washington  Post  connecting  him  to  support 
for  the  Contras,  and  in  the  coming  months, 
he  would  be  featured  in  virtually  all  the 
major  newspapers.  Although  North  himself 
soon  would  be  the  subject  of  press  reports, 
Secord  was  not  mentioned  in  the  media  until 
mid- 1986,  and  details  of  North's  resupply 
operation  were  not  revealed  until  the  plane 
carrying  Eugene  Hasenfus  was  shot  down  in 
October  1986. 


DEFLECTING  MEDIA  INQUIRIES 

By  June  1985,  reporters  were  close  to  estab- 
lishing a  link  between  the  NSC  staff  and 
Contra  support.  A  June  3  memo  from  North 
to  Poindexter  illustrates  North's  efforts  to 
discourage  reporters  from  pursuing  the 
story.  North  boasted  in  the  memo  that  at  his 
request,  Adolfo  Calero  told  Alfonso  Chardy 
of  the  Miami  Herald  "that  if  he  (Chardi)  [sic] 
printed  any  derogatory  comments  about  the 
FDN  or  its  funding  sources  that  Chardi  [sic] 


June-August  1985:  Press  Reports 
on  NSC  Staff  and  Contra  Support 

By  April,  third-country  funding  had  not  only 
sustained  the  Contras  but  had  "allowed  the 
growth  of  the  Resistance  from  9,500  person- 
nel in  June  1984  to  over  16,000  today— all 
with  arms,"  according  to  an  April  1 1,  1985, 
memo  from  North  to  McFarlane.  During 
May,  according  to  a  May  31  memo,  "the 
Nicaraguan  Resistance  recorded  significant 
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advances  in  their  struggle  against  the  San- 
dinistas." 

In  June,  reporters  first  linked  the  Contras' 
success  with  North.  By  mid-August,  most 
major  news  organizations  had  published  or 
broadcast  reports  on  this  "influential  and  oc- 
casionally controversial  character  in  the 
implementation  of  the  Reagan  Administra- 
tion's foreign  policy." 

News  stories  in  June  1985  explored  the 
sources  of  Contra  funding.  On  June  10,  the 
Associated  Press  distributed  an  article  by 
Robert  Parry  suggesting  that  the  White 
House  had  lent  support  to  private  fundrais- 
ing  efforts.  The  article  named  North  as  the 
White  House  contact  for  such  efforts,  which 
according  to  the  report,  revolved  around 
John  Singlaub. 

Two  weeks  later,  the  Miami  Herald  re- 
ported that  the  Administration  "helped 
organize"  and  continued  to  support  "sup- 
posedly spontaneous"  private  fundraising 
efforts.  The  article  quoted  extensively  from 
ousted  Nicaraguan  Democratic  Force 
(FDN)  leader  Edgar  Chamorro,  who  de- 
scribed a  trip  by  North  and  a  CIA  officer  to 
a  Contra  base  in  the  spring  of  1984.  North 
and  the  CIA  officer  assured  the  rebels,  ac- 
cording to  the  article,  that  the  White  House 
would  "find  a  way"  to  keep  the  movement 
alive.  Neither  North  nor  the  CIA  officer 
specifically  promised  private  aid,  although 
"it  was  clear  that  was  their  intent,"  Cha- 
morro was  quoted  as  saying. 

In  August,  reports  in  The  New  York 
Times,  The  Washington  Post,  and  other 
major  newspapers  asserted  that  White  House 
support  for  the  Contras  involved  more  than 
fundraising.  Oliver  North  had  given  the 
Contras  "direct  military  advice"  on  rebel  at- 
tacks, exercising  "tactical  influence"  on  mili- 
tary   operations,    The    New    York    Times 


reported.  The  newspaper  reported  that 
North  had  also  "facilitated  the  supplying  of 
logistical  help"  to  the  Contras,  filling  in 
where  the  CIA  could  no  longer  help.  The 
information  was  attributed  to  anonymous 
"administration  officials." 


Denials 

The  day  after  this  story  appeared,  President 
Reagan  responded  to  the  allegations. 
"[W]e're  not  violating  any  laws,"  the  Presi- 
dent said  as  he  signed  legislation  providing 
$27  million  in  humanitarian  aid  for  the  Con- 
tras and  authorizing  the  exchange  of  intelli- 
gence. In  a  statement  released  later  that  day, 
the  President  added  that  he  would  "continue 
to  work  with  Congress  to  carry  out  the  pro- 
gram as  effectively  as  possible  and  take  care 
that  the  law  be  faithfully  executed." 

The  National  Security  Adviser  made  his 
first  comments  on  the  allegations  about 
North  in  an  interview  with  The  Washington 
Post.  In  an  August  11  article,  McFarlane 
said  he  had  told  his  staff  to  comply  with  the 
Boland  Amendment.  "We  could  not  provide 
any  support,"  he  said,  but  he  also  stated  that 
the  NSC  staff  could  and  did  maintain  contact 
with  the  Contras. 


SUMMER  AND  FALL  AUGUST  1985: 
CONGRESSIONAL  INQUIRIES 

In  the  third  week  of  August,  Representative 
Michael  Barnes,  Chairman  of  the  Subcom- 
mittee on  Western  Hemisphere  Affairs  of  the 
House  Committee  on  Foreign  Affairs,  and 
Representative  Lee  H.  Hamilton,  Chairman 
of  the  House  Permanent  Select  Committee 
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on  Intelligence,  separately  wrote  the  Presi- 
dent's National  Security  Adviser,  inquiring 
into  NSC  support  for  the  Contras.  Repre- 
sentative Barnes'  letter,  dated  August  16, 
cited  press  accounts  as  the  cause  of  concern 
about  NSC  staff  support  for  the  Contras.  The 
reports,  Barnes  wrote,  "raise  serious  ques- 
tions regarding  the  violation  of  the  letter  and 
spirit  of  U.S.  law." 


RESPONSES  TO  CONGRESS: 
THE  MCFARLANE  LETTERS 

On  September  5,  McFarlane  sent  the  first  of 
his  responses  to  Congress.  He  wrote  to  Rep- 
resentative Hamilton:  "I  can  state  with  deep 
personal  conviction  that  at  no  time  did  I  or 
any  member  of  the  National  Security  Coun- 
cil staff  violate  the  letter  or  spirit"  of  Con- 
gressional restrictions  on  aid  to  the  Contras. 
In  denying  allegations  about  NSC  staff  ac- 
tivities, the  letter  echoed  the  language  of  the 
Boland  Amendment: 


edging  that  statements  in  the  letters  were 
"false,"  and  summarizing  the  responses  as 
"erroneous,  misleading,  evasive,  and 
wrong." 


First  Reaction:  Conceal  the  Facts 

Citing  the  New  York  Times  story  telling  of 
North's  involvement  with  the  Contras,  Repre- 
sentative Barnes'  letter  also  made  a  broad  re- 
quest for  NSC  documents  on  the  subject.  But  an 
NSC  information  policy  officer  decided  to  con- 
duct only  a  narrow  search  of  NSC  office  files. 

Within  a  few  days,  some  50  relevant  docu- 
ments were  identified,  and  10  to  20  were 
deemed  worthy  of  review.  They  were  given 
to  Commander  Paul  Thompson,  the  NSC's 
General  Counsel.  On  or  about  August  26, 
Thompson  gave  the  documents  to  McFar- 
lane, warning  him  that  some  warranted  con- 
cern and  raising  the  possibility  of  asserting 
executive  privilege  in  response  to  the  Barnes 
inquiry. 


I  am  most  concerned  .  .  .  there  be  no  misgiv- 
ings as  to  the  existence  of  any  parallel  efforts 
to  provide,  directly  or  indirectly,  support  for 
military  or  paramilitary  activities  in  Nicara- 
gua. There  has  not  been,  nor  will  there  be,  any 
such  activities  by  the  NSC  staff. 

This  letter,  drafted  by  McFarlane  himself, 
served  as  the  model  for  five  additional  letters 
prepared  by  North,  signed  by  McFarlane, 
and  sent  in  September  and  October  in  re- 
sponse to  Congressional  inquiries.  In  testi- 
mony before  these  Committees,  McFarlane 
called  these  responses  "too  categorical."  He 
said:  "I  did  not  give  as  full  an  answer  as  I 
should  have."  North  went  further,  acknowl- 


The  Six  "Troubling"  Memos 

McFarlane  reviewed  the  documents  and  se- 
lected six  memorandums  which,  despite  the 
narrow  focus  of  the  search,  "seemed  to  me  to 
raise  legitimate  questions  about  compliance 
with  the  law."  He  added:  "[A]n  objective 
reading  would  have  taken  passages  in  each  of 
these  memorandums  to  be  either  reflective  of 
a  past  act  that  was  not  within  the  law  or  a 
recommendation  that  a  future  act  be  carried 
out  that  wouldn't  be." 

One  of  the  memos  told  of  North's  meeting  with 
the  Chinese  Government  to  discuss  the  sale  of 
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antiaircraft  missiles  to  the  Contras.  In  another 
North  proposed  helping  the  Contras  attack  and 
sink  a  Nicaraguan  merchant  ship  that  was  deliv- 
ering weapons  to  the  Sandinistas.  In  a  third 
memo,  North  proposed  increasing  foreign  aid  to 
Guatemala  as  compensation  for  "extraordinary 
assistance"  given  to  the  Contras.  The  fourth 
memo  described  North's  "fallback  plan"  for  aid- 
ing the  Contras  if  Congress  did  not  renew  aid.  In 
the  fifth,  North  described  the  current  status  of 
Contra  forces  and  said  efforts  should  be  made  to 
raise  $15  to  $20  million  so  the  Contra  force  could 
grow  to  between  30,000  and  35,000  men,  com- 
pared to  about  12,000  then.  And  in  the  final 
memo  North  provided  an  update  of  Contra  mili- 
tary and  political  activities. 


chronology,  these  events  are  also  timed  to  in- 
fluence the  vote: 

-  planned  travel  by  Calero,  Cruz  and  Robelo; 

■  various  military  resupply  efforts  timed  to  sup- 
port significantly  increased  military  opera- 
tions immediately  after  the  vote  (we  expect 
major  Sandinista  crossborder  attacks  in  this 
time  frame — today's  resupply  .  .  .  went  well); 
and 

-  special  operations  attacks  against  highly  visi- 
ble military  targets  in  Nicaragua. 


MCFARLANE-NORTH  ALTERATION 
DISCUSSIONS 


Undiscovered  Documents 

The  memos  Thompson  presented  to  McFar- 
lane  in  late  August  1985  did  not  represent  all 
the  memos  written  by  North  to  McFarlane 
demonstrating  North's  involvement  in  sup- 
porting the  Contras.  Because  it  was  limited 
by  the  information  policy  officer  to  official 
NSC  and  Presidential  Advisory  files,  the 
search  would  not  uncover  "nonlog"  memo- 
randums. In  one  such  memo,  dated  Novem- 
ber 7,  1984,  North  made  clear  that  he  was 
attempting  to  pass  intelligence  information 
about  Sandinista  HIND  helicopters  to 
Calero. 

Nor  did  the  search  turn  up  relevant  logged 
memorandums  in  which  North  indicated 
that  he  and  Contra  leaders  had  planned  the 
timing  of  rebel  military  operations.  For  ex- 
ample, a  March  20,  1985,  memo  stated: 

In  addition  to  the  events  depicted  on  the  inter- 
nal chronology  at  Tab  A,  other  activities  in  the 
region  continue  as  planned — including  mili- 
tary operations  and  political  action.  Like  the 


On  August  28,  McFarlane  and  North  began 
a  series  of  lengthy  meetings  to  fashion  a  re- 
sponse to  the  Congressional  inquiries.  Ac- 
cording to  a  chronology  prepared  by 
McFarlane,  they  met  six  times  and  spoke  by 
phone  four  times  between  August  28  and 
September  12,  the  date  of  the  response  to 
Representative  Barnes.  Although  both 
McFarlane  and  North  acknowledged  to  the 
Committees  that  they  discussed  altering  the 
documents,  the  two  dispute  the  purpose  of 
the  meetings. 

The  two  reviewed  the  documents  and,  ac- 
cording to  McFarlane,  North  explained  that 
his  memos  were  being  misinterpreted.  For 
example,  in  one  memo  North  wrote  that  the 
FDN  "has  responded  well  to  guidance  on 
how  to  build  a  staff,"  and  that  "all  FDN 
commanders  have  been  schooled"  in  guer- 
rilla warfare  tactics.  McFarlane  said  North 
told  him,  contrary  to  any  implication  in  the 
document,  that  the  guidance  came  not  from 
him  but  from  retired  military  officers  hired 
by  the  Contras.  As  McFarlane  related  the 
events,  North  offered  to  alter  the  documents 
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and  McFarlane  gave  him  a  tentative  go- 
ahead.  McFarlane  testified: 


RESPONSES  TO  CONGRESS: 
THE  DENIALS 


Well,  as  we  went  through  them,  he  pointed  out 
where  my  own  interpretation  was  just  not  ac- 
curate .  .  .  and  he  just  said,  you  are  misreading 
my  intent,  and  I  can  make  it  reflect  what  I  have 
said  if  this  is  ambiguous  to  you,  and  I  said  all 
right,  do  that. 

North  shortly  returned  with  a  sample  alter- 
ation. McFarlane's  testimony  indicates  that 
the  document  North  had  altered  was  "FDN 
Military  Operations,"  dated  April  11,  1985. 
The  recommendation  in  the  document, 
"that  the  current  donors  be  approached  to 
provide  S15-20M  additional  between  now 
and  June  1,  1985"  was  replaced  with  a 
recommendation  that  "an  effort  must  be 
made  to  persuade  the  Congress  to  support 
the  Contras."  North  had  asserted,  accord- 
ing to  McFarlane,  that  the  problem  with 
the  documents  was  one  of  interpretation 
and  that  the  changes  would  be  slight. 
McFarlane  acknowledged  that  this  altera- 
tion left  the  document  "grossly  at  variance 
with  the  original  text." 

McFarlane  testified  that  he  did  not  replace 
any  original  NSC  documents  with  altered 
documents  and  did  not  instruct  North  to  do 
so.  He  said  he  took  with  him  when  he  re- 
signed the  pages  North  had  altered  and  even- 
tually destroyed  them. 

North's  version  of  events  is  substantially 
different.  McFarlane,  North  testified, 
brought  the  selected  documents  to  his  atten- 
tion, "indicated  that  there  were  problems 
with  them,  and  told  me  to  fix  them."  This 
meant,  he  testified,  that  he  was  to  "remove 
references  to  certain  activities,  certain  under- 
takings on  my  behalf  or  his,  and  basically 
clean  up  the  record." 


Within  days  of  his  document  review  and  dis- 
cussions with  North,  McFarlane  sent  the 
first  of  his  responses  to  Congress.  In  addition 
to  the  broad  assurance  that  the  NSC  staff 
was  complying  with  the  "letter  and  the 
spirit"  of  the  Boland  Amendment,  the  re- 
sponses contain  specific  denials  of  allegations 
that  the  NSC  staff  had  provided  fundraising 
or  military  support  to  the  Nicaraguan  resist- 
ance. 


Fundraising 

McFarlane's  September  12  response  to  Rep- 
resentative Barnes  stated:  "None  of  us  has 
solicited  funds,  [or]  facilitated  contacts  for 
prospective  potential  donors.  ..." 

In  his  October  7  letter,  McFarlane  replied 
as  follows  to  a  written  question  from  Repre- 
sentative Hamilton: 

MR.  Hamilton:  The  Nicaraguan  freedom 
fighters,  in  the  last  two  months,  are  reported 
by  the  U.S.  Embassy,  Tegucigalpa,  to  have 
received  a  large  influx  of  funds  and  equip- 
ment with  some  estimates  of  their  value 
reaching  as  high  as  $10  million  or  more.  Do 
you  know  where  they  have  obtained  this  as- 
sistance? 

MR.  MCFARLANE:  No. 

In  fact,  according  to  his  own  testimony, 
McFarlane  not  only  knew  how  the  Contras 
obtained  financial  assistance,  he  personally 
facilitated  the  main  donation  to  the  Contras: 

Q:  .  .  .  I  was  referring  to  Country  Two  and 
the  fact  that  the  actual  donors  had,  as  I  un- 
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derstand  it,  Country  Two  was  the  actual  do- 
nors— 

A:  Yes. 

Q:  And  that  you  had  not  only  facilitated  con- 
tacts, but  you  had  facilitated  the  actual  con- 
tribution. 

A:  I  will  accept  that,  yes. 

Military  Assistance 

In  his  September  5  letter,  McFarlane  stated: 

At  no  time  did  we  encourage  military  activi- 
ties. Our  emphasis  on  a  political  rather  than  a 
military  solution  to  the  situation  was  as  close 
as  we  ever  came  to  influencing  the  military 
aspect  of  their  struggle. 

North  was  heavily  involved  in  the  military 
aspect  of  the  Contra  struggle.  He  testified 
that  this  statement  was  false.  In  addition  to 
helping  arm  the  Contras,  and  to  providing 
intelligence  and  cash  to  Contra  leaders, 
North  also,  beginning  in  the  summer  of  1985, 
coordinated  the  efforts  to  set  up  a  resupply 
operation  to  provide  lethal  and  nonlethal 
supplies  to  troops  inside  Nicaragua.  Several 
weeks  before  the  letters  were  drafted,  North 
asked  Secord  to  set  up  the  operation,  and  he 
called  on  Ambassador  Lewis  Tambs  to  facili- 
tate the  construction  of  an  airfield  for  refuel- 
ing resupply  aircraft.  Yet,  McFarlane  wrote 
to  Representative  Hamilton  on  October  7: 

Lieutenant  Colonel  North  did  not  use  his  in- 
fluence to  facilitate  the  movement  of  supplies 
to  the  resistance. 

North  acknowledged  that  this  statement  was 
false. 


It  is  unclear  whether  McFarlane  was  fully 
aware  of  North's  activities.  McFarlane  testi- 
fied he  was  not.  But  the  documents  McFar- 
lane reviewed  and  about  which  he  was 
concerned  shortly  before  drafting  the  first 
response  to  Congress  showed  that  North  re- 
peatedly attempted  to  influence  the  military 
aspect  of  the  Contras'  struggle. 

Furthermore,  McFarlane  specifically  de- 
nied in  his  October  7  letter  to  Representative 
Hamilton  that  North  had  provided  the  Con- 
tras "tactical  advice": 

The  allegation  that  Lieutenant  Colonel  North 
offered  the  resistance  tactical  advice  and  direc- 
tion is,  as  I  indicated  in  my  briefing,  patently 
untrue. 

North  acknowledged  to  the  Committees  that 
although  he  never  "sat  down  in  the  battle- 
field and  offered  direct  tactical  advice  ...  I 
certainly  did  have  a  number  of  discussions 
with  the  Resistance  about  military  activities, 
yes,  to  include  the  broader  strategy  for  the 
Southern  front  and  an  Atlantic  front  and  an 
internal  front."  And  McFarlane  testified:  "I 
felt  it  was  likely  that  an  officer  of  the  qualifi- 
cations and  excellence  of  Col.  North,  when 
he  was  down  visiting  in  Central  America, 
probably  did  extend  advice."  Indeed, 
McFarlane  admitted  in  his  testimony  that  he 
felt  in  1985  that  "it  was  likely"  that  North 
had  gone  "beyond  the  law"  on  giving  mili- 
tary advice  to  the  Contras. 

McFarlane's  written  denials  were  repeated  in 
face-to-face  meetings  with  Members  of  Congress. 
Representative  Lee  Hamilton,  Chairman  of  the 
House  Intelligence  Committee,  told  McFarlane, 
"I  for  one  am  willing  to  take  you  at  your  word," 
and  he  dropped  his  investigation. 
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MCFARLANE-BARNES  DOCUMENT 
DISPUTE 

In  his  first  response  to  Representative  Barnes 
on  September  12,  McFarlane  ignored  the 
Congressman's  request  for  documents.  A 
PROF  note  to  Paul  Thompson  on  September 
20  indicated  that  McFarlane  believed  he  had 
successfully  sidestepped  the  document  issue: 
"Now  that  we  have  the  Barnes  letter  behind 
us  you  can  return  the  Contra  papers  to  Ollie 
please." 

Ten  days  later,  however,  Representative 
Barnes  renewed  his  document  request.  In  a 
letter  to  McFarlane  dated  September  30, 
1985,  the  Congressman  wrote: 

I  am  sure  you  understand  that  the  pertinent 
documents  must  be  provided  if  the  Committee 
is  to  be  able  to  fulfill  its  obligation  to  adopt 
legislation  governing  the  conduct  of  United 
States  foreign  policy  and  to  oversee  the  im- 
plementation of  that  policy  under  the  law. 

Representative  Barnes  and  McFarlane 
met  at  the  White  House  on  October  17.  The 
day  before  the  meeting,  NSC  General  Coun- 
sel Paul  Thompson  prepared  a  memo  for 
McFarlane  suggesting  that  Representative 
Barnes  should  be  told  that  the  National  Se- 
curity Adviser  had  no  legal  authority  to  turn 
over  the  documents. 

At  the  meeting  with  Congressman  Barnes, 
McFarlane,  referring  to  a  stack  of  docu- 
ments on  his  desk,  explained  that  a  docu- 
ment search  had  been  made  and  that 
McFarlane  had  selected  documents  relevant 
to  Congressional  inquiries.  He  told  Con- 
gressman Barnes  he  would  not  permit  the 
documents  to  leave  his  office  but  would  allow 
the    Congressman    to    read    them    there. 


McFarlane  acknowledged  that  he  made  the 
offer  knowing  Representative  Barnes  would 
likely  refuse  it: 

Q:  And  I  take  it — it  was  part  of  your  think- 
ing that  if  a  busy  Congressman  came  down 
to  your  office  and  saw  a  substantial  stack  of 
documents,  and  you  were  having  a  short 
meeting  [McFarlane  had  budgeted  one  hour 
for  the  session],  it  was  very  unlikely  that  he 
would  ask  to  read  through  the  documents 
from  one  end  to  the  other? 

A:  I  think  that  is  true,  yes. 

Indeed,  Representative  Barnes  deemed  the 
offer  not  to  be  serious.  He  understood 
McFarlane  to  imply  that  the  documents  on 
the  desk  were  not  all  the  documents  but  only 
the  ones  McFarlane  had  concluded  were 
"relevant."  This,  Barnes  felt,  "was  not  an 
adequate  way  to  ascertain  the  truth  of  the 
allegations." 

On  October  29,  Representative  Barnes 
wrote  McFarlane  again  expressing  his  view 
that  the  procedures  mandated  by  McFarlane 
were  "inadequate."  He  requested  that 
McFarlane  turn  the  documents  over  to  the 
House  Intelligence  Committee,  thereby  as- 
suring that  the  classified  materials  would  be 
appropriately  handled.  Representative 
Barnes  wrote:  "I  believe  that  this  proposal 
would  surely  resolve  any  concerns  that  the 
Administration  might  have  about  the  secu- 
rity of  the  information,  while  at  the  same 
time  fulfilling  the  responsibilities  of  the 
House."  This  was  the  last  correspondence 
between  McFarlane  and  Representative 
Barnes  on  this  issue. 
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MCFARLANE'S  1986  TESTIMONY 

In  the  wake  of  the  November  1986  revela- 
tions and  a  full  year  after  he  left  office, 
McFarlane  testified  before  several  panels  in- 
vestigating the  Iran-Contra  Affair:  the  Sen- 
ate and  House  Intelligence  Committees,  the 
Senate  and  House  Foreign  Affairs  Commit- 
tees, and  the  President's  Special  Review 
Board  (The  Tower  Board).  Again,  Members 
of  Congress — and  this  time  officials  on  the 
Tower  Board  staff  as  well — were  unable  to 
learn  the  crucial  facts  about  the  Govern- 
ment's actions  in  support  of  the  Nicaraguan 
Resistance. 

The  former  National  Security  Adviser  ac- 
knowledged to  the  panels  that  North  had 
told  him  in  May  1986  about  the  diversion  of 
Iranian  arms  sales  funds  to  the  Contras.  That 
aspect  of  Administration  support  for  the  Re- 
sistance, by  the  time  of  McFarlane's  Decem- 
ber 1986  testimony,  had  been  revealed  by  the 
Attorney  General.  Beyond  that,  McFarlane 
withheld  virtually  all  other  relevant  informa- 
tion in  his  possession  about  U.S.  support  for 
the  Contras  during  the  period  of  Congressio- 
nal restrictions.  He  concealed  new  informa- 
tion he  learned  of  North's  activities  in  1986, 
and  he  repeated  many  of  the  inaccurate  state- 
ments that  he  had  made  orally  and  in  writing 
to  Members  of  Congress  while  he  was  Na- 
tional Security  Adviser. 

In  his  testimony  before  the  Select  Com- 
mittees, McFarlane  acknowledged  that  his 
remarks  to  investigating  panels  between  De- 
cember 1986  and  February  1987,  like  his 
statements  about  U.S.  support  of  the  Resist- 
ance in  1984  and  1985,  had  been  "clearly  too 
categorical." 

Even  after  the  Iran-Contra  scandal  broke  open, 
in  December  1986,  McFarlane  steadfastly  con- 


tinued to  deny  any  knowledge  of  most  of  North's 
activities.  Asked  again  if  other  countries,  includ- 
ing Saudi  Arabia,  had  donated  money  to  the  Con- 
tras, he  said:  "I  have  no  idea  of  the  extent  of  that 
or  anything  else." 


SUMMER  1985:  INQUIRY  OF  THE 
INTELLIGENCE  OVERSIGHT  BOARD 

The  flood  of  press  allegations  about  possible 
NSC  violations  of  the  Boland  Amendment 
prompted  no  investigations  by  executive 
branch  law  enforcement  agencies.  Only  one 
small  executive  oversight  organization,  the 
Intelligence  Oversight  Board,  responded  to 
the  widespread  charges.  In  late  August  1985, 
the  Board  conducted  an  inquiry  into  NSC 
staff  activities.  After  a  brief  investigation  by 
its  counsel,  Bretton  G.  Sciaroni,  the  Board 
concluded  that  Oliver  North  had  not  pro- 
vided military  or  fundraising  assistance  to 
the  Nicaraguan  Resistance. 

Sciaroni  began  his  inquiry  with  a  30  to  40 
minute  interview  of  Paul  Thompson.  Shortly 
before  that  interview,  Thompson  turned  over 
to  McFarlane  the  NSC  file  documents  on 
North's  activities.  Those  documents  in- 
cluded the  six  "troubling"  memorandums 
that  indicated,  as  Thompson  later  put  it,  that 
"if  he  [North]  was  in  effect  doing  what  was 
reflected  in  the  documents,  he  was  perhaps 
not  aware  of  the  constraints  of  the . . .  Boland 
Amendment."  In  his  interview  with 
Sciaroni,  Thompson  made  no  mention  of 
North's  activities  as  depicted  in  the  memo- 
randums. Indeed,  he  denied  that  North  had 
provided  "military  support"  to  the  Contras 
and  asserted  that  North  had  limited  himself 
to  providing  political  encouragement  and 
"moral  support"  while  funds  were  unavaila- 
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ble.  Although  the  Committees  cannot  be  cer- 
tain what  Thompson  knew  directly  of 
North's  activities,  it  is  clear  that  his  denials 
cannot  be  squared  with  the  memorandums 
he  had  given  McFarlane. 

Furthermore,  Thompson  withheld  from 
Sciaroni  the  six  "troubling"  memorandums 
included  in  the  batch  he  gave  McFarlane. 
During  their  meeting,  Thompson  provided 
Sciaroni  an  inch-thick  pile  of  documents  and 
told  him  he  was  producing  "the  relevant 
documents  for  my  review,"  according  to 
Sciaroni.  The  only  documents  to  which 
Sciaroni  would  not  be  permitted  access, 
Thompson  told  him,  were  North's  personal 
working  files.  Thompson  also  told  Sciaroni 
that  the  pile  of  documents  he  was  turning 
over  were  the  same  as  those  that  had  been 
"shown  to  the  Hill."  Missing  from  the  pile 
were  many  of  the  documents  Thompson 
himself  acknowledged  raised  questions  about 
North's  activities. 

Sciaroni's  next  investigative  step  was  to 
talk  with  North.  During  a  5-minute  discus- 
sion, North  gave  Sciaroni  a  "blanket  denial" 
of  charges  that  he  was  actively  involved  in 
aiding  the  Contras.  Although  North  did  not 
recall  the  conversation  with  Sciaroni,  he  was 
clear  in  his  testimony  that  he  had  no  inten- 
tion of  being  candid  with  the  Intelligence 
Oversight  Board  Counsel:  "I  am  sure  if  he 
asked  me"  about  supporting  the  Contras,  "I 
denied  it,  because  after  all  we  viewed  this  to 
be  a  covert  operation  and  he  had  absolutely 
no  need  to  know  the  details  of  what  I  was 
doing." 

Still,  Sciaroni  stressed  in  his  testimony 
that  he  was  justified  in  expecting  cooperation 
from  NSC  staff  officers.  Both  Thompson  and 
North,  he  said,  "understood  who  I  repre- 
sented, the  mandate  of  the  Board  to  look  into 
matters  of  legality,  and  the  seriousness  of  the 


allegations  that  had  been  raised."  His  investi- 
gation was  "an  anomaly"  in  that  he  had  no 
legal  authority  over  the  NSC  staff,  and  there- 
fore, Sciaroni  said,  he  "was  relying  upon  the 
good  will  of  other  officers  at  the  White 
House."  Once  again,  however,  North  chose 
to  conceal.  This  time,  the  object  of  his  decep- 
tion was  a  board  established  by  and  operat- 
ing within  the  executive  branch,  an  entity 
privy  to  intelligence  information  and  pro- 
grams of  the  highest  sensitivity. 


SUMMARY 

While  exercising  its  responsibility  to  oversee 
the  implementation  of  the  law  cutting  off  aid 
to  the  Nicaraguan  Resistance,  Congress  tried 
repeatedly  through  1984  and  1985  to  learn 
how  the  Resistance  was  staying  alive  and 
whether  the  U.S.  Government  was  involved 
with  the  Contras'  survival.  The  President, 
the  Vice  President,  the  National  Security 
Adviser,  and  officials  on  the  NSC  staff  were 
aware  that  a  multimillion  dollar  donation 
from  Country  2,  facilitated  by  McFarlane, 
was  largely  responsible  for  the  Contras'  sur- 
vival. North,  Poindexter,  and  perhaps  other 
high  Administration  officials,  were  aware 
that  the  NSC  staff  was  directly  providing 
lethal  support  to  the  Nicaraguan  Resistance. 
McFarlane  denied  knowledge  of  North's  ac- 
tivities, but  documents  he  reviewed  following 
Congressional  inquiries  show  that  North  ac- 
tively assisted  the  Contras'  military  effort. 

Yet  Congressional  inquiries  on  U.S.  sup- 
port for  the  Contras  were  invariably  met 
with  categorical  denials.  So  too  were  inqui- 
ries made  by  the  media.  In  both  cases,  the 
information  sought  related  not  to  sensitive 
operational  details,  but  to  a  controversial  for- 
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eign  policy  issue.  The  question  repeatedly 
asked  was  whether  it  was  the  policy  and 
practice  of  the  U.S.  Government  during  this 
period  to  provide  lethal  support  to  the  rebels 
fighting  in  Nicaragua.  It  was  to  that  question 
that  Administration  officials  repeatedly  re- 
sponded with  denials. 

The  record  leaves  no  doubt  that  some  of 
the  officials  making  these  denials  did  so  as 
part  of  a  deliberate  attempt  to  deceive  Con- 
gress and  the  public.  North,  who  testified,  "I 
didn't  want  to  show  Congress  a  single  word 
on  this  whole  thing,"  admitted  that  the  let- 
ters sent  to  Congress  over  McFarlane's  sig- 
nature were  "false."  In  meetings  with 
Members  of  Congress,  McFarlane  repeated 
the  statements  in  the  letters.  He  acknowl- 
edged in  testimony  before  these  Committees 
that  he  had  been  "too  categorical."  Poindex- 
ter  testified  that  his  intent  during  this  period 
was  to  "withhold  information."  And  it  is 


difficult  to  reconcile  CIA  Director  Casey's 
testimony  in  this  period  with  his  knowledge 
of  the  facts  as  demonstrated  by  the  documen- 
tary evidence,  and  with  his  pledge  to  the  Sen- 
ate Intelligence  Committee  that  he  would 
abide  by  a  new  spirit  of  cooperation. 

Other  officials  who  denied  the  existence 
of  U.S.  support,  including  the  State  Depart- 
ment officials  who  testified  before  Congress 
in  1984  and  1985,  and  the  press  liaison  of 
the  NSC  staff,  were  unaware  of  the  truth, 
themselves  victims  of  concealed  informa- 
tion. 

As  1986  began,  a  new  National  Security 
Adviser  was  supervising  the  NSC  staff,  pro- 
moted from  within.  But  the  covert  Contra 
operation  continued,  as  did  the  overriding 
concern  to  keep  the  fact  that  the  United 
States  was  providing  lethal  aid  to  the  Con- 
tras  secret  from  Congress  and  the  American 
people. 


124 


CHAPTER  7 


Keeping  "USG  Fingerprints" 
Off  the  Contra  Operation: 
1986 


In  1986,  the  Contra  support  project  finally 
achieved  a  degree  of  operational  success.  By 
mid-year,  weapons  and  other  material  were 
being  dropped  to  Resistance  troops  inside 
northern  Nicaragua;  by  fall,  similar  airdrops 
were  being  made  in  the  South.  Congress  had 
appropriated  funds  for  the  humanitarian 
needs  of  the  Contras,  it  had  authorized  third- 
country  solicitation  for  humanitarian  aid, 
and  it  had  allowed  the  CIA  to  provide  intelli- 
gence to  the  Resistance.  But  Congress  had 
maintained  the  prohibition  on  lethal  support. 
Following  the  pattern  of  1984—1985,  allega- 
tions in  the  media  and  independently  ob- 
tained information  prompted  Congressional 
inquiries,  which  in  turn  were  met  with  cate- 
gorical denials  by  Administration  officials, 
some  of  whom  knew  the  statements  to  be 
misleading  and  false. 

The  expansion  of  the  covert  operation's 
activities  in  1986  also  created  new  problems 
for  officials  still  seeking  to  maintain  secrecy. 
In  September,  a  new  Costa  Rican  Govern- 
ment threatened  to  reveal  the  existence  of 
the  Santa  Elena  airfield,  exposing  the  in- 
volvement of  U.S.  citizens  and  Government 
officials  in  providing  support  to  the  Con- 


tras. Administration  officials  mobilized 
quickly  to  squelch  the  threatened  press  con- 
ference. Successful  at  first,  the  officials  were 
unable  to  prevent  disclosure  by  the  Costa 
Rican  Government  three  weeks  later.  Con- 
cerned that  reporters  might  discover  the 
link  between  the  airfield  and  U.S.  officials, 
North  immediately  took  steps  to  ensure 
that  no  "USG  fingerprints"  would  be  found 
on  Santa  Elena. 

In  October,  the  Sandinistas  shot  down  an 
Enterprise  plane  on  a  resupply  mission  (the 
Hasenfus  flight).  Administration  officials, 
not  all  of  whom  knew  the  true  facts,  denied 
before  Congress  and  to  the  media  that  the 
U.S.  Government  was  involved  in  the  Hasen- 
fus flight.  Even  the  President  spoke  out. 
With  no  protest  from  his  National  Security 
Adviser  or  others  aware  of  the  facts,  the 
President  told  the  American  people: 
"[T]here  is  no  government  connection  with 
that  at  all." 

For  most  of  1986,  efforts  to  determine 
whether  the  U.S.  Government  was  providing 
lethal  support  to  the  Contras  despite  the 
legal  restrictions  were  thwarted  by  the  same 
techniques  used  in  1985. 
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JANUARY  TO  JUNE  1986:  PRESS 
REPORTS 

Through  the  first  quarter  of  1986,  Congres- 
sional and  media  attention  on  the  NSC  staffs 
involvement  with  the  Contras  abated.  In 
Washington,  Congressional  Committees  had 
accepted  the  categorical  denials  the  previous 
fall  by  the  National  Security  Adviser.  In 
Central  America,  the  resupply  project  was 
not  fully  operational  and  Resistance  activi- 
ties slowed.  A  New  York  Times  reporter  in 
the  region  in  January  found  the  "Nicaraguan 
guerrillas  .  .  .  back  in  their  camps;"  in  early 
March,  the  correspondent  described  the  Re- 
sistance as  being  "in  its  worst  military  condi- 
tion since  its  formation  in  1982." 

By  the  end  of  March,  the  Contras'  for- 
tunes began  to  shift,  and  articles  again  ap- 
peared discussing  the  sources  of  Resistance 
funds  and  supplies.  Some  focused  on  charges 
that  the  Contras  had  received  lethal  support 
from  American  mercenaries  and  funds  from 
drug  trafficking;  others  explored  how  the 
Contras  were  spending  the  $27  million  ap- 
propriated by  Congress  in  August,  1985,  for 
humanitarian  aid.  By  the  end  of  April,  North 
had  reemerged  as  the  focus  of  attention.  The 
allegations  in  the  new  series  of  articles  were 
almost  always  attributed  to  anonymous  of- 
ficials, and  some  of  the  details  were  incorrect. 
But  the  main  charge — that  U.S.  Government 
officials  had  continued  to  provide  lethal  aid 
to  the  Contras  despite  the  Boland  Amend- 
ment— was  accurate.  The  renewed  reporting 
provided  the  context  for  a  new  round  of  Con- 
gressional inquiries  that  would  begin  at  the 
end  of  June. 

Through  the  spring,  The  Miami  Herald  published 
several  articles  about  North's  activities  in  sup- 
port of  the  Contras. 
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Concern  for  Secrecy 

As  the  Contra  support  operation  expanded 
during  1986,  the  task  of  maintaining  secrecy 
became  more  challenging.  National  Security 
Adviser  John  Poindexter,  who  admitted  to 
the  Committees,  "I  wanted  to  withhold  in- 
formation on  the  NSC  operational  activities 
in  support  of  the  Contras  from  most  every- 
body," did  what  he  could  to  conceal  the  NSC 
connection. 

North  oversaw  two  of  the  most  important 
NSC  "accounts,"  but  Poindexter  kept 
North's  title  artificially  low  because  "we 
wanted  to  provide  a  significant  amount  of 
cover  for  Colonel  North  and  his  activities." 
According  to  Poindexter,  North's  respon- 
sibilities warranted  the  title  Special  Assistant 
to  the  President,  the  third-level  rank  in  the 
White  House.  Instead,  he  kept  North  as 
Deputy  Director  of  Political  Military  Af- 
fairs. "We  didn't  want  to  call  public  atten- 
tion to  Colonel  North,"  Poindexter  testi- 
fied. 

In  July,  shortly  after  the  renewal  of  Con- 
gressional inquiries,  Poindexter  tried  further 
to  downplay  North's  responsibilities.  He  ap- 
parently leaked  to  the  Washington  Times  the 
story  that  North's  position  at  the  NSC  staff 
was  "precarious"  and  that  "NSC  soft  liners" 
were  maneuvering  "to  edge  him  out."  In  a 
PROF  Note  sent  the  day  the  article  ap- 
peared, Poindexter  reassured  North  about 
his  intentions:  "I  do  not  want  you  to  leave 
and  to  be  honest  cannot  afford  to  let  you  go." 
He  told  North  to  call  two  reporters  at  the 
Washington  Times  and  "tell  them  to  call  off 
the  dogs."  Poindexter  wrote:  "Tell  them  on 
deep  background,  off  the  record,  not  be  pub- 
lished, that  I  just  wanted  to  lower  your  visi- 
bility so  you  wouldn't  be  such  a  good  target 
for  the  Libs  [Liberals]." 


For  purposes  of  secrecy  North  stopped  writing 
"logged  memos"  that  went  into  NSC  files.  In- 
stead he  began  communicating  using  the  NSC 
computer  system,  figuring  (incorrectly)  that  it 
was  more  secure.  These  computer  messages  were 
called  PROF  notes,  named  for  the  IBM  profes- 
sional office  computer  system.  Poindexter  ar- 
ranged it  so  North  could  communicate  directly 
with  his  computer  terminal,  bypassing  the  normal 
NSC  channels  by  using  a  special  file  called  "Pri- 
vate Blank  Check." 

Poindexter  also  stressed  to  North  the  need 
to  avoid  speaking  of  his  secret  operational 
activities  with  anyone,  including  other  Ad- 
ministration officials.  In  May  1986,  Poindex- 
ter learned  that  North  had  discussed  his  plan 
to  offer  the  Erria  to  the  CIA  for  use  in  a 
covert  activity  with  Ken  deGraffenreid,  Sen- 
ior Director  of  Intelligence  Programs  at  the 
NSC,  the  officer  who  maintained  NSC  docu- 
ments of  the  highest  sensitivity.  The  Erria 
was  a  ship  under  North's  control,  purchased 
by  the  Enterprise  for  use  in  various  covert 
operations.  In  a  PROF  he  titled  "Be  Cau- 
tious," Poindexter  directed  North  to  main- 
tain absolute  silence  about  his  activities: 

I  am  afraid  you  are  letting  your  operational 
role  become  too  public.  From  now  on  I  don't 
want  you  to  talk  to  anybody  else,  including 
[CIA  Director]  Casey,  except  me  about  any  of 
your  operational  roles.  In  fact  you  need  to  qui- 
etly generate  a  cover  story  that  I  have  insisted 
that  you  stop. 

Poindexter  testified  that  he  was  particularly 
concerned  about  keeping  Casey  ignorant  of 
the  operation  because  the  CIA  Director 
could  be  called  to  testify  before  Congressio- 
nal Committees. 

Poindexter  also  kept  the  existence  of  the 
covert  operation  hidden  from  officials  who 


did  not  ordinarily  testify  before  Congress, 
such  as  former  Chief  of  Staff  Donald  Regan. 
Poindexter  explained:  "Based  on  my  feeling 
that  if  we  were  going  to  keep  this  up  and 
avoid  more  restrictive  legislation,  that  we 
simply  had  to  limit  the  knowledge  of  the 
details  to  those  that  had  absolutely  the  need 
to  know.  I  simply  didn't  think  that  he 
[Regan]  had  an  absolute  need  to  know."  In 
addition,  Poindexter  testified  that  he  felt 
Regan  "talked  to  the  press  too  much.  I  was 
afraid  he'd  make  a  slip."  Despite  Poindex- 
ter's  directive,  North  kept  the  CIA  Director 
apprised  of  everything,  according  to  his  testi- 
mony. But  North  shared  Poindexter's  desire 
to  conceal  U.S.  Government  coordination  of 
Contra  support  activities  from  Congress  and 
the  American  public.  He  told  these  Commit- 
tees: "I  didn't  want  to  show  Congress  a  sin- 
gle word  on  this  whole  thing." 

The  next  month,  as  airdrops  became  more 
frequent,  North  tried  to  ensure  that  resupply 
activities  in  Central  America  could  not  be 
traced  back  to  him  or  other  U.S.  officials.  On 
June  16,  he  informed  Tomas  Castillo,  a  CIA 
Station  Chief  in  Central  America,  that  he 
had  sent  Rafael  Quintero  to  Central  America 
to  facilitate  a  supply  drop  to  the  FDN.  "I  do 
not  think  we  ought  to  contemplate  these  op- 
erations without  him  being  on  the  scene," 
North  wrote  via  KL-43.  "Too  many  things 
go  wrong  that  then  directly  involve  you  and 
me  in  what  should  be  deniable  for  both  of 
us." 

Shortly  after  this  message  to  Castillo, 
Kama  Small,  the  press  liaison  for  the  NSC 
staff,  asked  North  to  comment  on  allegations 
that  would  be  broadcast  in  a  CBS  News  pro- 
gram, "West  57th  Street."  Small  sent  a  note 
to  North  saying  she  had  declined  the  show's 
request  to  speak  with  North,  but  that  since 
it  would  include  interviews  with  people  mak- 
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ing  charges  about  North,  she  should  call 
back  with  a  comment.  She  remarked,  "I 
can't  just  give  them  the  'bullshit'  response." 

The  segment  aired  on  June  25.  It  charged 
that  "the  White  House  secretly  directed  a 
private  aid  network  to  arm  the  Contras  when 
it  was  illegal  for  the  White  House  to  do 
that."  The  show  focused  on  John  Hull,  sug- 
gesting that  he  played  an  important  role  in 
helping  the  Contras  from  his  ranch  in  Costa 
Rica.  It  also  alleged  that  Robert  Owen  acted 
as  "the  NSC  representative"  to  the  Contras 
and  their  supporters  in  Costa  Rica.  Describ- 
ing Owen  as  "the  bag  man  for  Ollie  North," 
the  report  charged  that  he  carried  $10,000  a 
month  from  the  NSC  to  John  Hull  for  use  in 
purchasing  lethal  and  nonlethal  supplies  for 
the  Nicaraguan  Resistance.  The  segment 
also  reported:  "The  White  House  today 
quoted  Colonel  Oliver  North  as  calling  the 
private  aid  network  'nonsense.'  The  White 
House  also  said,  quote,  'The  President  never 
approved  any  such  plan'  [to  aid  the  Con- 
tras]". 

Two  days  after  the  show  aired,  North  sent 
a  PROF  to  Kama  Small: 


I  have  just  had  a  chance  to  watch  the  W57th 
piece.  As  far  as  I  am  concerned,  it  is  the  single 
most  distorted  piece  of  'reporting'  I  have  ever 
seen.  .  .  .  The  only  charges  made  about  the 
NSC  are  made  by  people  who  are  in  jail,  on 
their  way  to  jail  or  just  out  of  jail.  If  this  is 
supposed  to  be  credible,  then  I'll  eat  my  shirt. 

In  June  1986,  Representative  Ron  Coleman  of 
Texas  called  for  an  investigation  of  NSC  aid  to 
the  Contras  "  'to  get  at  the  truth'  behind  the 
widely  publicized  allegations."  Poindexter  wrote 
to  Congress,  saying  all  these  charges  had  been 
answered  before.  Once  again  the  investigation 
was  dropped. 


AUGUST  1986:  NORTH'S  MEETING 
WITH  MEMBERS  OF  CONGRESS 

In  response  to  the  Resolution  of  Inquiry,  the 
House  Intelligence  Committee  sought  to 
meet  with  North.  On  August  6,  North  met 
with  1 1  members  of  the  House  Intelligence 
Committee  in  the  White  House  Situation 
Room.  North  began  the  session  with  a  pre- 
sentation about  his  activities.  The  descrip- 
tion echoed  closely  McFarlane's  letters  the 
year  before  to  Representatives  Hamilton  and 
Barnes:  North's  principal  mission  was  to  co- 
ordinate contacts  with  the  Contras;  a  main 
purpose  of  his  job  was  to  assess  the  viability 
of  the  Nicaraguan  Resistance  as  a  demo- 
cratic organization;  and  he  explained  to  Con- 
tra leaders  the  limitations  on  U.S.  support  as 
imposed  by  the  Boland  Amendment.  Ac- 
cording to  a  memorandum  based  on  notes 
taken  at  the  meeting,  North  said  "that  he  did 
not  in  any  way,  nor  at  any  time  violate  the 
spirit,  principles  or  legal  requirements  of  the 
Boland  Amendment." 

In  response  to  specific  questions,  North 
denied  that  he  had  raised  funds  for  the  Con- 
tras or  offered  them  military  advice.  North 
told  the  Members  that  his  relationship  with 
Robert  Owen  was  "casual,"  that  Owen  never 
took  guidance  from  him.  He  stated  that  he 
had  not  been  in  contact  with  John  Singlaub 
at  all  in  1985  or  1986. 

By  his  own  testimony,  North  lied  to  the 
Members  of  the  Intelligence  Committee  at 
this  meeting: 

A:  ...  I  will  tell  you  right  now,  counsel,  and 
all  the  Members  here  gathered,  that  I  misled 
the  Congress.  I  misled — 

Q:  At  that  meeting? 

A:  At  that  meeting. 
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Q:  Face  to  face? 

A:  Face  to  face. 

Q:  You  made  false  statements  to  them  about 
your  activities  in  support  of  the  Contras? 

a:  I  did. 

At  the  conclusion  of  the  meeting,  accord- 
ing to  an  observer,  Representative  Hamil- 
ton "expressed  his  appreciation  for  the 
good-faith  effort  that  Admiral  Poindexter 
had  shown  in  arranging  a  meeting  and  in- 
dicated his  satisfaction  in  the  responses  re- 
ceived." 


Authority  to  Lie 

North  conceded  in  his  testimony  that  Poin- 
dexter did  not  give  him  specific  prior  author- 
ity to  make  false  statements.  Before  meeting 
with  the  Members  of  the  House  Intelligence 
Committee,  North  expressed  to  his  aide  Rob- 
ert Earl  "concern  .  .  .  [about]  what  he  was 
authorized  to  say"  at  the  session.  According 
to  Earl,  North  tried  to  obtain  guidance  from 
Poindexter  but  could  not  reach  him.  Poin- 
dexter "was  on  leave,  yes,  out  of  the  office" 
during  this  period,  according  to  Earl,  who 
testified:  "My  impression  was  that  the  leave 
was  not  accidental.  The  timing  of  the  leave 
was  just  not  a  coincidence."  In  his  testimony, 
Earl  characterized  his  observation  as  fol- 
lows: 

Q:  So  that  your  impression  of  it,  your  obser- 
vation of  it,  was  that  Colonel  North  had 
some  information  to  protect  and  that  he  was 
being  left  to  figure  out  how  to  protect  it  on 
his  own? 

A:  I  think  that's  a  fair  statement. 


North  and  Poindexter  differ  on  whether 
North  had  general  authority  from  the  Na- 
tional Security  Adviser  to  lie  at  the  session. 
North  testified  that  he  was  acting  under  such 
authority:  "I  went  down  to  that  oral  meeting 
with  the  same  kind  of  understanding  that  I 
had  prepared  those  memos  in  1985  and  other 
communications."  North  added:  "[Poindex- 
ter] did  not  specifically  go  down  and  say, 
'Ollie,  lie  to  the  Committee.'  I  told  him  what 
I  had  said  afterwards,  and  he  sent  me  a  note 
saying,  "Well  done." 

While  Poindexter  did  send  such  a  note,  he 
claimed  it  did  not  indicate  approval  of 
North's  lies.  Poindexter  acknowledged  that 
North  and  he  had  a  "general  understanding 
that  he  [North]  was  to  withhold  information 
about  our  involvement."  But  Poindexter  told 
these  Committees  that  he  did  not  know 
North  had  lied  at  his  meeting  with  the  Intel- 
ligence Committee,  and  that  he  had  not  ex- 
pected North  would  do  so. 

The  evidence  is  clear,  however,  that  Poin- 
dexter knew  North  had  misled  the  Members 
of  Congress.  Poindexter  attached  his  "well 
done"  message  to  a  PROF  Note  summariz- 
ing the  meeting. 

In  his  testimony,  Poindexter  acknowl- 
edged that  he  did  not  expect  North  to  dis- 
close the  truth: 

I  did  think  that  he  would  withhold  informa- 
tion and  be  evasive,  frankly,  in  answering  ques- 
tions. My  objective  all  along  was  to  withhold 
from  the  Congress  exactly  what  the  NSC  staff 
was  doing  in  carrying  out  the  President's  pol- 
icy. ...  I  thought  that  Colonel  North  would 
withhold  information.  There  was  no  doubt 
about  that  in  my  mind. 
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SEPTEMBER  1986:  THE  SANTA  ELENA 
AIRFIELD 

Soon  after  North  had  turned  aside  the  Con- 
gressional inquiry,  he  learned  of  a  new  threat 
of  exposure,  this  one  involving  the  Santa 
Elena  airfield  in  Costa  Rica.  It  came  just  as 
Congress  was  taking  steps  to  fund  the  Con- 
tras  again. 

North  told  a  good  deal  of  the  story  in  a 
PROF  sent  the  next  day  to  Poindexter:  "Last 
night  at  2330  our  Project  Democracy  rep.  in 
Costa  Rica  called  to  advise"  that  the  Arias 
Government  would  hold  a  press  conference 
the  next  morning  "announcing  that  an  illegal 
support  operation  for  the  Contras  had  been 
taking  place  from  an  airfield  in  Costa  Rica 
for  over  a  year."  North  wrote  that  Secord 
and  CIA  Station  Chief  Tomas  Castillo  would 
be  "predominantly  mentioned."  From 
North's  notebook  it  appears  that  he  too  was 
in  danger  of  being  mentioned  at  the  press 
conference.  The  first  entry  relating  to  the  in- 
cident reads:  "0005— call  from  [Castillo]— 
Security  Minister  plans  to  make  public  Udall 
role  w/  Base  West  [Santa  Elena  airfield]  and 
allege  violation  of  C[osta]  R[ican]  law  by 
Udall,  Bacon,  North,  Secord,  et  al." 

North  immediately  arranged  a  conference 
call  with  Elliott  Abrams  and  Louis  Tambs. 
North  claimed  in  his  PROF  note  to  Poindex- 
ter that  the  three  officials  agreed  that  North 
would  call  President  Arias  and  make  two 
threats:  if  the  press  conference  proceeded  as 
scheduled  Arias  would  not  be  permitted  to 
meet  with  President  Reagan  and  he  "w[ould] 
never  see  a  nickel  of  the  $80M  that  [Agency 
for  International  Development  Director  M. 
Peter]  McPherson  had  promised  him"  the 
day  before.  North's  notebook  also  reflected 
his  intention  to  threaten  a  foreign  govern- 


ment if  necessary  to  maintain  secrecy.  The 
entry  reads: 

0008— Conf.  .  .  .  Call  to  Elliott  Abrams  and 
Amb  Lew  Tambs 

— Tell  Arias: 

— Never  set  foot  in  W.H. 

— Never  get  5  [cents]  of  $80M  promised  by 
McPherson. 

Ambassador  Tambs  did  call  President 
Arias.  The  purpose,  he  testified,  was  to  "dis- 
suade him  from  this  press  conference." 
Abrams  recalled  instructing  Tambs  before 
the  call  to  President  Arias  that  revelation  of 
the  airfield  would  put  at  risk  Arias'  upcom- 
ing meeting  with  President  Reagan.  Tambs 
testified  that  he  merely  told  President  Arias 
that  it  would  not  be  prudent  to  hold  the 
planned  press  conference  in  light  of  the  pend- 
ing case  before  the  International  Court  of 
Justice. 

In  his  PROF  note,  North  assured  Poin- 
dexter that  steps  had  been  taken  to  ensure 
that  the  NSC-coordinated  Contra  operation 
would  not  be  linked  to  the  airfield:  "As  a 
precaution  the  Project  a/c  [aircraft]  were 
flown  to  [another  base]  last  night  and  no  pro- 
ject personnel  remain  on  site  at  the  field." 
The  next  day,  Poindexter  indicated  his  ap- 
proval of  North's  actions.  He  wrote  in  a 
PROF:  "Thanks,  Ollie.  You  did  the  right 
thing,  but  let's  try  to  keep  it  quiet." 


Airfield  Revealed:  Damage 
Control 

Although  the  initial  news  conference  was 
cancelled,  the  Costa  Rican  Government  an- 
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nounced  the  existence  of  the  airfield  three 
weeks  later.  On  September  26,  the  Costa 
Rican  Interior  Minister  told  reporters  that 
his  government  had  discovered  and  shut 
down  an  airfield  that  had  been  used  for  re- 
supplying  the  Contras,  for  trafficking  drugs, 
or  both.  Secord  and  North  were  not  men- 
tioned, although  the  name  of  the  Enterprise 
Panamanian  company  that  built  the  airfield, 
Udall  Resources,  Inc.,  was  revealed,  as  was 
the  pseudonym  (Robert  Olmstead)  of  Wil- 
liam Haskell,  the  man  who  purchased  the 
land. 

The  airfield  had  not  been  used  in  the  re- 
supply  operation  for  several  months,  and  the 
press  conference  had  compromised  its  loca- 
tion and  purpose.  Nonetheless,  action  was 
taken  to  ensure  that  the  roles  of  U.S.  officials 
and  the  Enterprise  remained  concealed.  In  a 
PROF  note,  North  told  Poindexter:  "There 
are  no  USG  fingerprints  on  any  of  the  opera- 
tion." Udall  Resources,  which  North  de- 
scribed as  "a  proprietary  of  Project 
Democracy,"  will  "cease  to  exist  by  noon 
today."  The  company's  resources — $48,000 
— were  moved  to  another  Panamanian  ac- 
count. And  Udall's  office  in  Panama  "is  now 
gone  as  are  all  files  and  paperwork."  Olm- 
stead, North  added,  "is  not  the  name  of  the 
agent — Olmstead  does  not  exist." 

In  a  second  PROF  note  to  Poindexter,  North 
wrote:  "Believe  we  have  taken  all  appropriate 
damage  control  measures  to  keep  any  USG  [U.S. 
Government]  fingerprints  off  this." 


THE  HASENFUS  DOWNING 

On  the  morning  of  October  5,  1986,  one  of 
the  aircraft  belonging  to  the  Enterprise  left 


its  operational  base  with  10,000  pounds  of 
ammunition  and  gear  for  FDN  forces  inside 
northern  Nicaragua.  William  Cooper  was  in 
command,  Wallace  "Buzz"  Sawyer  was  the 
co-pilot,  and  a  17-year-old  FDN  fighter  was 
handling  radio  communication  with  the 
troops  on  the  ground.  Also  on  board,  as  the 
"kicker"  who  would  actually  drop  the  sup- 
plies to  forces  waiting  below,  was  Eugene 
Hasenfus. 

Within  a  few  hours,  the  aircraft  was  re- 
ported missing.  Officials  later  learned  that 
the  plane  had  been  hit  by  a  Sandinista  SAM- 
7  missile  over  Nicaraguan  territory.  Three 
crew  members  were  killed.  Hasenfus  sur- 
vived and  was  captured  by  the  Sandinistas. 

The  Sandinistas  found  in  the  wreckage, 
and  showed  reporters,  an  identification  card 
issued  to  Hasenfus  by  the  air  force  in  the 
operational  base's  host  country  identifying 
him  as  an  "adviser"  in  the  "Grupo  U.S.A." 
group  at  the  base,  and  a  business  card  be- 
longing to  an  official  at  the  NHAO  office  in 
Washington.  They  also  found  and  displayed 
an  ID  card  issued  to  Cooper  by  Southern  Air 
Transport. 


The  U.S.  Government  Connection 

The  Hasenfus  flight  was  part  of  the  resupply 
operation  coordinated  by  North  with  the 
support  and  approval  of  the  President's  Na- 
tional Security  Adviser.  North  acknowl- 
edged in  testimony  about  the  flight:  "I  was 
the  U.S.  Government  connection."  James 
Steele,  a  U.S.  Military  Group  Commander  in 
Central  America;  Lewis  Tambs,  the  U.S. 
Ambassador  to  Costa  Rica;  and  Tomas  Cas- 
tillo, a  CIA  Station  Chief  in  Central  Amer- 
ica,  all  provided  assistance  to  the  secret 
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operation  to  support  the  Contras.  Yet,  virtu- 
ally every  newspaper  article  on  the  incident 
in  the  days  after  the  downing  would  quote 
senior  Government  officials,  including  the 
President  himself,  denying  any  U.S.  Govern- 
ment connection  with  the  flight.  And  within 
a  week,  high  Government  officials  would 
offer  the  same  categorical  denials  before 
Congressional  Committees. 


The  Initial  Response 

When  the  Sandinistas  shot  down  the  Hasen- 
fus  plane,  North  was  in  West  Germany  nego- 
tiating with  the  Second  Channel.  He 
returned  to  Washington  within  48  hours  of 
the  downing  to  help  deflect  inquiries  about 
the  flight,  leaving  Albert  Hakim  behind  to 
complete  his  negotiations. 

Two  days  later,  plans  were  made  at  a  Re- 
stricted Interagency  Group  (RIG)  meeting 
in  which  Abrams  and  CIA  Central  Ameri- 
can Task  Force  Chief  (C/CATF)  par- 
ticipated to  ensure  that  the  U.S.  Government 
would  not  be  implicated  by  the  flight.  A 
PROF  from  NSC  staff  member  Vincent  Can- 
nistraro  to  Adm.  Poindexter  described  deci- 
sions made  at  the  meeting.  Among  them, 
Cannistraro  wrote,  "UNO  to  be  asked  to  as- 
sume responsibility  for  flights  and  to  assist 
families  of  Americans  involved."  Also,  the 
group  decided  that  press  guidance  would  be 
prepared  "which  states  no  U.S.G.  involve- 
ment or  connection,  but  that  we  are  gener- 
ally aware  of  such  support  contracted  by  the 
Contras." 

A  few  days  later  The  New  York  Times 
reported:  "Nicaraguan  rebels  took  full  re- 
sponsibility today  for  the  flight  of  a  military 
cargo  plane  that  was  downed  over  Nicaragua 


last  week."  A  "senior  Administration  offi- 
cial" was  quoted  in  the  story  as  saying  that 
the  U.S.  Government  had  asked  the  rebels  to 
take  responsibility.  While  denying  that  any 
such  request  was  made,  Bosco  Matamoros, 
UNO's  Washington-based  spokesman,  told 
the  reporter,  "There  was  no  United  States 
government  connection."  Similar  denials  by 
Administration  officials  would  soon  follow. 
North  was  not  at  the  RIG  meeting,  but  he 
testified  that  the  guidance  stating  no  U.S. 
Government  connection  was  "not  inconsis- 
tent with  what  we  had  prepared  as  the  press 
line  if  such,  if  such  an  eventuality  occurred." 


The  Denials 

The  President:  There  is  no  evidence  the  Pres- 
ident knew  of  U.S.  involvement  in  the 
Hasenfus  flight.  But  the  National  Security 
Adviser  and  officials  on  the  NSC  staff  did 
know.  Also,  the  day  of  the  downing,  Felix 
Rodriguez  called  Col.  Sam  Watson  in  Vice 
President  Bush's  office,  suggesting  to  him 
that  North  was  involved  with  the  flight. 
Donald  Gregg,  Assistant  to  Vice  President 
Bush,  earlier  had  been  alerted  to  the  possibil- 
ity that  North  was  linked  to  the  resupply 
operation. 

Nevertheless,  the  President  was  permitted 
to  deny  any  U.S.  Government  connection 
with  the  flight.  In  an  exchange  with  reporters 
on  October  8,  the  President  praised  the  ef- 
forts to  keep  the  Contras  armed,  comparing 
resupply  efforts  to  those  of  the  "Abraham 
Lincoln  Brigade  in  the  Spanish  Civil  War." 
But  when  asked  whether  the  Hasenfus  plane 
had  any  connection  with  the  American  Gov- 
ernment, the  President  replied,  "Absolutely 
none."  He  told  reporters: 
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There  is  no  government  connection  with  that 
at  all  .  .  .  We've  been  aware  that  there  are 
private  groups  and  private  citizens  that  have 
been  trying  to  help  the  Contras — to  that  ex- 
tent— but  we  did  not  know  the  exact  particu- 
lars of  what  they're  doing. 

Assistant  Secretary  of  State  Elliott  Abrams,  a 
member  of  the  Contra  RIG,  offered  perhaps  the 
most  vehement  denials.  Asked  if  he  could 
categorically  affirm  that  Hasenfus  was  not  in  any 
way  controlled,  guided,  or  directed  by  anyone 
connected  with  the  U.S.  Government,  he  said: 
"Absolutely.  That  would  be  illegal.  We  are 
barred  from  doing  that,  and  we  are  not  doing  it. 
This  was  not  in  any  sense  a  U.S.  Government 
operation.  None." 

North  claimed,  however,  that  his  Contra- 
related  activities  were  discussed  at  some  RIG 
meetings.  In  his  testimony,  North  specifi- 
cally mentioned  only  one  RIG  meeting,  ini- 
tially asserting  that  Abrams  attended. 
North's  notebook  entry  of  that  meeting, 
however,  indicates  Abrams  was  not  present. 
Nonetheless,  North  maintained  that  Abrams 
knew  details  of  his  Contra-support  activities. 
An  entry  in  North's  notebook  for  April  25, 
1986,  suggests  that  North  and  Abrams  dis- 
cussed "support  for  S.  front,"  the  fact  that 
the  "air  base  [was]  open  in  C[osta]  R[ica]," 
and  "100  BP's  [Blowpipe  missiles]."  North 
testified  that  he  did  not  specifically  recall 
that  conversation,  "but  do  not  deny  that  I 
discussed  those  [items  listed  in  North's  note- 
book] at  various  points  in  time  with  Mr. 
Abrams  and  others."  (Abrams  was  not  asked 
about  this  notebook  entry.) 

Moreover,  the  third  key  member  of  the 
RIG,  the  CIA  Chief  of  the  Central  American 
Task  Force  (C/CATF),  testified  that  he  was 
"taken  aback"  by  Abrams'  categorical  deni- 


als of  North's  involvement.  While  he  insisted 
that  he  did  not  want  "to  impeach"  Abrams' 
testimony,  C/CATF  told  these  Committees: 
"I  thought  he  [Abrams]  would  have  a  broad 
brush  understanding,  as  did  a  lot  of  other 
people,  Ollie  was  in  and  around  those 
things." 

Abrams  argued  in  defense  of  his  state- 
ments that  he  or  someone  on  his  staff  had 
checked  with  other  key  agencies — the  Cen- 
tral Intelligence  Agency  (CIA)  and  the  De- 
partment of  Defense  (DOD) — and  verified 
that  no  U.S.  officials  were  involved  with  the 
Hasenfus  flight.  In  their  testimonies,  two  key 
CIA  officials— the  C/CATF  and  the  Deputy 
Director  for  Operations — mentioned  no  call 
from  Abrams'  office,  and  testified  they  were 
surprised  by  Abrams'  categorical  denials. 

Similarly,  Abrams  noted  that  soon  after 
the  crash,  while  North  was  out  of  the  coun- 
try, he  called  an  NSC  staff  officer  and  re- 
ceived assurances  that  the  NSC  staff  was  not 
involved  in  the  Hasenfus  flight.  Abrams  said 
the  official  "may  have  been  Mr.  Earl."  Earl, 
however,  was  aware  that  the  flight  was  part 
of  "Democracy,  Inc."  and  that  North  played 
an  important  role  in  that  organization.  (Earl 
was  not  asked  about  a  call  from  Abrams.) 

During  the  period  he  was  making  his  deni- 
als, Abrams  spoke  with  North.  But  Abrams 
did  not  ask  whether  North  was  involved  with 
the  Hasenfus  flight,  despite  the  fact  that 
Abrams,  in  his  words,  "knew  that  he  [North] 
was  monitoring"  the  private  Contra  support 
network.  Abrams  said  he  did  not  ask  North 
because  "it  was  very  clear  that  [confirming 
his  involvement  in  the  flight]  would  have 
been  completely  contradictory  to  what  he 
had  previously  told  me."  North  had  a  differ- 
ent explanation:  "He  didn't  have  to  ask  me 
...  He  knew." 
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ABRAMS'  BRUNEI  TESTIMONY 

In  addition  to  denying  any  U.S.  role  in  the 
Hasenfus  flight,  Elliott  Abrams  denied  on 
several  occasions  that  the  U.S.  Government 
actions  had  sought  third-country  funding  for 
the  Contras.  His  statements  were  made  de- 
spite his  previous  involvement  in  soliciting 
funds  from  the  Government  of  Brunei.  In 
testimony  before  Congressional  Committees 
in  late  1986,  Abrams  repeatedly  deflected 
questions  about  the  Contras'  funding,  giving 
responses  which  were,  in  his  word,  "mislead- 
ing. 

Appearing  before  the  House  Intelligence 
Committee  on  October  14,  1986,  together 
with  Clair  George,  Abrams  again  denied  that 
third  countries  had  aided  the  Contras: 

abrams:  "I  can  only  speak  on  that  question 
for  the  last  fifteen  months  when  I  have  been 
in  this  job,  and  that  story  about  [Country  2], 
to  my  knowledge  is  false.  I  personally  cannot 
tell  you  about  pre-1985,  but  in  1985-1986, 
when  I  have  been  around,  no." 

chairman:  "Is  it  also  false  with  respect  to 
other  governments  as  well?" 

abrams:  "Yes,  it  is  also  false." 


CONCLUSION 

Throughout  the  period  of  Congressional  res- 
trictions on  lethal  aid  to  the  Contras,  Ad- 
ministration officials  were  asked  repeatedly 
whether  the  U.S.  Government  was  in  any 
way  providing  such  support.  In  every  in- 
stance, officials  responded  to  the  inquiries 
with  evasive  answers  or  categorical  denials. 
Some  of  these  officials  made  their  statements 
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as  part  of  a  deliberate  attempt  to  conceal 
what  they  knew  about  U.S.  Government  sup- 
port for  the  Nicaraguan  Resistance. 

These  Committees  found  no  direct  evi- 
dence suggesting  that  the  President  was  a 
knowing  participant  in  the  effort  to  deceive 
Congress  and  the  American  public.  But  the 
President's  actions  and  statements  con- 
tributed to  the  deception. 

Congressional  Committees  overseeing  the 
implementation  of  the  Boland  Amendment 
repeatedly  sought  to  determine  how  the  Con- 
tras were  being  funded.  The  President  knew 
that  Country  2  had  provided  substantial 
sums  of  money  to  the  Resistance;  he  had 
personally  discussed  such  a  contribution 
with  the  leader  of  that  country.  But  knowl- 
edge of  this  contribution  was  not  widely 
shared  within  the  Administration.  Indeed, 
high-ranking  State  Department  officials  were 
permitted  on  several  occasions  to  testify  to 
Congress  that  it  was  not  the  policy  of  the 
United  States  to  facilitate  or  encourage  third- 
country  donations,  and  that  the  Administra- 
tion had  not  in  fact  done  so.  In  one  instance, 
following  the  enactment  of  the  full  prohibi- 
tion Boland  Amendment  in  October  1984, 
Ambassador  Motley  testified  that  "solicit- 
ing" or  "encouraging"  third  country  dona- 
tions would  violate  the  law. 

In  October  1986,  the  President  denied  that 
the  U.S.  Government  had  any  connection 
with  the  Hasenfus  flight,  depicting  it  as  part 
of  a  "private"  operation.  According  to  Poin- 
dexter  the  President  "understood  that  the 
Contras  were  being  supported  and  that  we 
were  involved  in — generally  involved  in 
coordinating  the  effort."  These  Committees 
found  no  evidence  suggesting  that  the  Presi- 
dent knew  his  statements  about  the  flight 
were  false.  He  merely  echoed  the  denials 
made  the  day  before  by  State  Department 
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officials.  The  National  Security  Adviser  and 
others  who  knew  the  President's  remarks 
were  false  appear  to  have  made  no  effort  to 
ensure  that  the  President's  statements  were 
accurate  and  his  knowledge  complete.  Poin- 
dexter  testified  he  was  too  busy  with  the 
Reykjavik  summit  to  correct  the  public  re- 
cord. 


REASONS  FOR  THE  DECEPTION 

North  endeavored  to  explain  the  need  for  the 
deception  by  arguing  that  he  was  forced  to 
weigh  "the  differences  between  lives  and 
lies."  He  told  the  Committees: 

[t]he  revelations  of  the  actual  details  of  this 
activity  .  .  .  would  have  cost  the  lives  of  those 
with  whom  I  was  working,  would  have  jeop- 
ardized the  governments  which  had  assisted 
us,  would  have  jeopardized  the  lives  of  the 
Americans  who  in  some  cases  were  flying 
flights  over  Nicaragua,  would  have  put  at  great 
risk  those  inside  Nicaragua  and  in  Eastern 
Europe  and  other  places  where  people  were 
working  hard  to  keep  them  alive.  .  .  . 

North's  justification  for  his  decision  to  de- 
ceive does  not  withstand  analysis.  Congress 
is  routinely  briefed  on  covert  operations 
where  lives  are  at  risk.  Beyond  that,  Con- 
gress publicly  debated  and  then  approved  the 
support  of  the  Contras  prior  to  enactment  of 
the  Boland  prohibition.  Operational  details 
that  would  have  put  at  risk  the  personnel 
conducting  those  operations  were  not  pub- 
licly revealed.  The  same  is  true  for  the  Con- 
gressionally  approved  operation  in  support 
of  the  Contras  currently  underway. 

Even  in  1985  and  1986,  Congress  was  not 


asking  about  operational  details  such  as 
drop-zone  coordinates  or  flight  paths.  Mem- 
bers of  Congress  simply  wanted  to  know 
whether  it  was  true  that  the  U.S.  Govern- 
ment was  providing  lethal  support  to  the 
Nicaraguan  Resistance. 

Indeed,  North  testified  that  his  efforts 
were  known  widely  outside  the  United 
States,  even  by  this  Country's  enemies:  "Iz- 
vestia  knew  it  ...  .  My  name  had  been  in 
the  newspapers  in  Moscow,  all  over  Daniel 
Ortega's  newscasts.  Radio  Havana  was 
broadcasting  it."  Moreover,  it  was  impor- 
tant to  the  success  of  the  resupply  operation 
that  friendly  countries  in  Central  America 
knew  that  the  U.S.  Government  support  for 
the  Contras  was  continuing  so  that  they 
would  not  drive  the  Contras  out  of  their 
countries. 

Only  the  American  people  and  the  Con- 
gress were  kept  in  the  dark.  Had  they  known, 
it  would  not  have  been  lives  at  risk  but  the 
NSC  staffs  secret  operation  itself.  Poindex- 
ter  told  these  Committees  he  believed  during 
his  tenure  in  the  White  House  that  disclosure 
of  the  NSC  staff  operation  would  have  al- 
most surely  triggered  tighter  restrictions  on 
aid  to  the  Contras.  McFarlane  testified  that 
disclosure  of  the  "troubling"  documents  on 
North's  activities  which  he  had  gathered  in 
response  to  a  Congressional  inquiry  "would 
be  an  extremely  torturous,  conflicting,  dis- 
agreeable outcome  and  that  I  hoped  we 
didn't  come  to  that." 

North's  contemporaneous  actions  and 
words  provide  clear  evidence  that  the  rea- 
sons for  the  deception  had  more  to  do  with 
the  political  risk  to  the  operation  than  to  the 
physical  risk  to  operation  personnel.  The  re- 
cord is  clear  that  North's  actions  after  the 
revelation  of  the  Santa  Elena  airfield  were 
motivated  by  a  desire  to  prevent  the  discov- 
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ery  of  "USG  fingerprints,"  in  his  words,  on  quisitive"  as  the  Contra  operation's  level  of 

the  airfield.  activity  increased.  He  wrote:  "While  I  care 

In  addition,  in  a  May  1986,  PROF  note  to  not  a  whit  what  they  say  about  me,  it  could 

Poindexter,  North  warned  that  Members  of  well  become  a  political  embarassment  for  the 

Congress  were  bound  to  become  "more  in-  President  and  you." 
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THE  ARMS  SALES 
TO  IRAN 


CHAPTER  8 


U.S.-lran  Relations 
and  the  Hostages 
in  Lebanon 


For  many  Americans,  the  most  surprising 
and  alarming  aspect  of  the  Iran-Contra  Af- 
fair was  President  Reagan's  decision  to  sell 
arms  to  Iran.  Only  a  few  years  before,  that 
nation  had  humiliated  the  United  States. 
From  November  1979  to  January  1981,  Iran 
held  American  diplomats  hostage,  while 
Iranian  mobs  in  the  streets  of  Tehran 
chanted  slogans  calling  for  the  death  of  Pres- 
ident Carter  and  the  destruction  of  U.S.  in- 
terests throughout  the  Middle  East. 


No  Regional  Guarantees 

Partly  in  reaction  to  the  war  in  Vietnam,  the 
United  States  in  1969  began  to  shift  to  a 
worldwide  policy  of  no  longer  directly  gua- 
ranteeing the  security  of  its  regional  allies. 
Instead,  the  United  States  would  work  with 
its  friends  to  ensure  that  they  had  the  mili- 
tary capability  to  defend  themselves  against 
internal  subversion  or  external  threat.  Under 
the  Nixon  Doctrine,  the  United  States 
looked  to  regional  powers,  such  as  Iran,  to 
serve  as  guardians  of  American  interests  in 
distant  corners  of  the  world. 

Iran's   armed   forces,   under   Shah   Mo- 


hammed Reza  Pahlavi,  served  as  a  deterrent 
to  regional  aggression  in  this  conception  of 
American  policy.  "Iran,"  President  Carter 
declared  during  a  1977  trip  to  Tehran,  "be- 
cause of  the  great  leadership  of  the  Shah,  is 
an  island  of  stability  in  one  of  the  more  trou- 
bled areas  of  the  world." 

The  Shah's  power  proved  illusory.  Grow- 
ing protests  by  students,  leftists,  and,  most 
importantly,  Muslim  religious  opponents  led 
in  February  1979  to  the  Shah's  overthrow 
and  his  replacement  by  a  Shiite  Muslim  reli- 
gious leader,  Ayatollah  Khomeini,  who  had 
been  forced  into  exile  in  1964,  first  to  Iraq 
and  then  to  France.  The  new  regime  was 
contemptuous  of  both  the  United  States — 
the  "Great  Satan"— and  the  West.  Fiery 
Shiite  clerics  accused  the  United  States  of 
imperialism  and  the  murder  of  thousands 
during  the  Shah's  rule.  America's  fortunes  in 
Iran  had  crumbled. 

If  any  doubt  remained  about  the  nature  of 
the  new  regime,  it  was  removed  on  Novem- 
ber 4,  1979,  when  youthful  Iranian  mili- 
tants— the  Revolutionary  Guards — stormed 
the  U.S.  Embassy  in  Tehran  and  took  66 
American  diplomats  hostage.  The  hostage 
crisis  lasted  444  days.  It  helped  to  drive  one 
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President  from  office  and  to  elect  another 
who  pledged  that  America  would  not  be  so 
humiliated  again. 


ARMS  SALES  TO  IRAN 

In  response  to  the  Embassy  seizure,  the 
United  States  on  November  14,  1979,  embar- 
goed all  arms  shipments  to  Iran  as  part  of  a 
general  embargo  on  trade  and  financial  tran- 
sactions. Ten  months  later,  however,  the  in- 
vasion of  Iran  by  Iraq,  on  September  22, 
1980,  raised  the  question  of  who  might  ulti- 
mately be  punished  by  this  punitive  measure. 
The  prospect  of  an  Iranian  defeat  and  an 
increase  in  Soviet  influence  in  the  region  was 
of  concern. 

Iran's  armed  forces  were  in  disarray;  the 
officer  corps  and  enlisted  ranks  had  been 
decimated  by  government  purges  and  deser- 
tions. Iran's  military  arsenal  was  also  in  poor 
shape.  Modern  aircraft,  armor,  and  naval 
vessels  purchased  by  the  Shah  had  been  left 
unattended  during  the  24-month  revolution 
and  were  badly  in  need  of  spare  parts  and 
maintenance. 

Against  this  background,  the  Reagan  Ad- 
ministration's Senior  Interdepartmental 
Group  (SIG)  convened  on  July  21,  1981,  to 
discuss  U.S.  policy  toward  Iran.  SIG  mem- 
bers concluded  "that  U.S.  efforts  to  discour- 
age third  country  transfers  of  non-U.S. 
origin  arms  would  have  only  a  marginal  ef- 
fect on  the  conduct  and  outcome  of  the  war, 
but  could  increase  opportunities  for  the  Sovi- 
ets to  take  advantage  of  Iran's  security  con- 
cerns and  to  persuade  Iran  to  accept  Soviet 
military  assistance." 

Despite  the  U.S.  embargo,  Iran  obtained 
weapons  and  military  support  services  on  the 


thriving  world  arms  market.  Oil  was  often 
the  medium  of  exchange  in  elaborate  barter 
deals,  and  Persian  Gulf  trade  became  an  irre- 
sistible lure  for  international  arms  mer- 
chants. The  Reagan  Administration  listed  no 
fewer  than  41  countries  that  had  provided 
Iran  with  weapons  since  the  start  of  the  war. 
As  a  result,  by  the  spring  of  1983,  the  tide 
in  the  Gulf  war  had  turned  in  favor  of  Iran. 


Operation  Staunch 

At  this  point  the  Administration  decided  to 
initiate  Operation  Staunch,  a  plan  seeking 
the  cooperation  of  other  governments  in  an 
arms  sales  embargo  against  Iran.  On  Decem- 
ber 14,  1983,  the  State  Department  in- 
structed its  Embassies  in  countries  believed 
to  be  involved  in  arms  trade  with  Tehran  to 
urge  their  host  governments  to  "stop  trans- 
ferring arms  to  Iran  because  of  the  broader 
interests  of  the  international  community  in 
achieving  a  negotiated  end  to  the  Iran-Iraq 
war." 


IRAN'S  SUPPORT  OF  TERRORISM 

The  long-suppressed  Shiite  community  in 
Lebanon,  with  close  religious  and  familial 
ties  to  Iran,  had  found  inspiration  in  the  rule 
of  the  Ayatollah  Khomeini.  In  the  aftermath 
of  the  Israeli  invasion  of  Lebanon  in  June 
1982,  some  Shiite  groups  in  Lebanon  used 
political  kidnappings  and  terrorism  against 
Americans  and  American  institutions  as  re- 
taliation against  perceived  U.S.  support  for 
the  Israeli  invasion  and  occupation  of  their 
country.  The  United  States  became  aware  in 
July  1982  that  Iran  was  supporting  groups  in 
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Figure  8-1.    Map  of  Iran 
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Lebanon,  such  as  Islamic  Jihad  and  the  Hiz- 
ballah (Party  of  God),  that  were  suspected  of 
terrorism. 

United  States  Marines  had  been  sent  to 
Lebanon  briefly  in  August  and  September 
1982  to  supervise  the  withdrawal  of  forces  of 
the  Palestine  Liberation  Organization  (PLO) 
from  Beirut  and  returned  to  Lebanon  soon 
thereafter  in  the  aftermath  of  the  Sabra  and 
Shatila  massacres. 

A  series  of  bold  attacks  followed  against 
Americans  and  American  interests  through- 
out Lebanon.  The  U.S.  Embassy  in  Beirut 
was  destroyed  in  April  1983,  killing  63,  in- 
cluding 17  Americans.  A  suicide  bombing  on 
October  23,  1983,  killed  241  Marines  in  their 
barracks  in  Beirut.  This  incident  was  fol- 
lowed in  December  by  a  series  of  bombing 
attacks  against  the  U.S.  and  French  Embas- 
sies in  Kuwait.  The  17  men  who  were  ap- 
prehended in  the  Kuwait  attack  were  tried 
and  sentenced  to  prison.  The  release  of  these 
"Da'wa  prisoners"  (as  they  came  to  be 
known  after  a  pro-Khomeini  party  with  sup- 
porters in  several  countries)  became  a  key 
demand  of  the  Hizballah  as  attacks  against 
U.S.  targets  and  the  taking  of  American  hos- 
tages continued  in  Lebanon. 

Although  American  intelligence  recognized  that 
the  Hizballah  was  not  completely  controlled  by 
Iran,  the  broad  connection  between  Tehran  and 
terrorism  was  clear.  On  January  20,  1984,  the 
State  Department  formally  designated  Iran  a 
supporter  of  international  terrorism. 

Hostage-Taking  Begins 

Three  Americans  were  seized  in  Beirut  in 
1984:  Jeremy  Levin,  Beirut  Bureau  Chief  for 
the  Cable  News  Network,  on  March  7;  Wil- 
liam Buckley,  CIA's  Chief  of  Station,  on 


March  14;  and  the  Reverend  Benjamin  Weir, 
a  Presbyterian  minister  who  had  lived  in  the 
Lebanese  capital  for  30  years,  on  May  8, 
1984.  Buckley's  capture  was  of  special  con- 
cern for  CIA  Director  Casey.  It  was  sus- 
pected at  the  time — and  later  confirmed 
— that  Buckley  was  being  tortured,  and 
Casey  wanted  to  spare  no  effort  to  get  him 
back. 

Four  Americans  were  seized  in  1985:  Fa- 
ther Lawrence  Martin  Jenco,  Director  of 
Catholic  Relief  Services  in  Beirut,  on  Janu- 
ary 8;  Terry  Anderson,  chief  Middle  East 
correspondent  for  the  Associated  Press,  on 
March  16;  David  Jacobsen,  Director  of  the 
American  University  Hospital,  on  May  28; 
and  Thomas  P.  Sutherland,  Dean  of  the 
American  University's  School  of  Agricul- 
ture, on  June  9. 

On  June  14,  1985,  Shiite  terrorists  struck 
again,  hijacking  TWA  flight  847  and  mur- 
dering one  of  its  passengers,  Navy  diver  Rob- 
ert Stetham.  National  Security  Adviser 
Robert  McFarlane  publicly  stated:  "It  is  my 
purpose  to  remind  terrorists  and  to  keep 
them  on  notice  that  no  act  of  violence  against 
Americans  will  go  without  a  response." 

The  President  spoke  on  the  same  subject 
on  June  30,  1985,  "The  United  States  gives 
terrorists  no  rewards  and  no  guarantees.  We 
make  no  concessions.  We  make  no  deals." 

These  were  strong  and  unambiguous 
words  from  the  President  and  a  senior 
American  official.  Yet  a  few  weeks  later, 
President  Reagan  authorized  Israel  to  sell 
TOW  antitank  missiles  to  the  government  of 
the  Ayatollah  Khomeini,  the  Hizballah's 
spiritual  leader.  Seven  months  later  he  au- 
thorized the  direct  sale  of  arms  to  Iran. 

A  chapter  footnote  says  the  Committees  investi- 
gated allegations  that  Iranian  intermediaries  had 
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reached  an  agreement  with  Reagan  campaign  the  election.  The  Committees  said  they  found  no 
committee  officials  in  1980  that  arms  would  be  credible  evidence  to  support  this  assertion  and 
shipped  to  Iran  if  the  hostages  were  released  after        were  told  the  offer  had  been  rejected. 
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CHAPTER  9 


The  Iran  Arms  Sales: 
The  Beginning 


In  August  1985,  the  President  decided  that 
the  United  States  would  allow  arms  sales  to 
Iran.  The  decision  represented  a  reversal  of 
U.S.  policy  against  selling  arms  to  Iran  and, 
as  it  later  turned  out,  against  making 
concessions  for  the  return  of  hostages.  Yet 
it  was  made  so  casually  that  it  was  not  writ- 
ten down,  the  President  did  not  recall  it  15 
months  later,  and  the  Secretaries  of  State 
and  Defense  were  not  even  told  of  it  at  the 
time. 

The  President's  decision  triggered  a  series 
of  arms  transactions  with  Iran  that  con- 
tinued for  15  months.  At  the  initial  transac- 
tion, the  Iranians  established  a  pattern  of 
dealing  that  never  changed:  Iran  would  agree 
to  get  the  hostages  freed  in  return  for  arms; 
once  the  arms  arrived,  the  Iranians  would 
demand  still  more  weapons;  only  after  an- 
other arms  shipment  would  a  single  hos- 
tage— not  a  group,  as  promised — be  freed. 
But,  instead  of  breaking  off  the  transactions, 
the  Americans  continued  to  accede  to  the 
Iranian  demands.  What  follows  is  the  story 
of  how  the  arms  sales  began. 


THE  ACTORS  TAKE  THEIR  PLACES 

Long  before  the  President  made  his  decision, 
the  individuals  and  circumstances  that  pro- 
pelled the  sales  were  at  work  in  Washington, 
Jerusalem,  and  Tehran. 

Since  the  fall  of  1984,  the  National  Secu- 
rity Council  (NSC)  staff  had  been  pressing 
other  Government  agencies  to  develop  a 
plan  for  opening  a  relationship  with  Iran 
and  moderating  that  government's  anti- 
American  stance.  The  State  Department 
and  the  Defense  Department  opposed  the 
notion,  and  while  the  Central  Intelligence 
Agency  (CIA)  was  favorably  inclined,  of- 
ficials there  said  renewed  relations  hinged 
on  the  release  of  seven  U.S.  hostages  held 
by  the  pro-Iranian  Hizballah  in  Lebanon 
and  on  a  pledge  by  Iran  to  stop  terrorist 
activities. 

In  Jerusalem,  officials  were  eager  for  bet- 
ter relations  with  Iran,  for  two  very  prag- 
matic reasons:  commercial  and  diplomatic. 
Israel  had  friendly  relations  with  Iran 
under  the  Shah.  Despite  revolutionary 
Iran's  vow  to  destroy  Israel,  the  Israelis  re- 
garded Iraq  as  a  greater  threat  to  their  se- 
curity than  Iran.  Israel's  goal  was  to  create 
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conditions  for  the  resumption  of  commer- 
cial and  diplomatic  relations  with  a  post- 
Khomeini  regime. 

Tehran  had  its  own  agenda.  Rhetoric  not- 
withstanding— the  United  States  was  consid- 
ered "The  Great  Satan"  and  Israel  a 
blasphemy — Tehran  wanted  modern  tanks 
and  high-technology  antitank  and  antiair- 
craft missiles  to  counter  Iraq's  Soviet-made 
fighter  planes  and  modern  tanks.  It  needed 
spare  parts  to  maintain  the  arsenal  of  weap- 
ons that  the  Shah  had  purchased  from  the 
United  States. 

The  unlikely  catalyst  for  bringing  these 
disparate  parties  together  was  Manucher 
Ghorbanifar — a  resourceful  Iranian  mer- 
chant living  in  Paris  who  understood  the  in- 
tersection of  interests  and  saw  how  the 
American  hostages  could  be  used  as  an  in- 
centive for  the  sale  of  missiles  to  Iran. 


Ghorbanifar 

Since  fleeing  Iran  in  1979,  Ghorbanifar  had 
sought  to  make  a  career  as  a  broker  through 
whom  Western  governments  could  develop 
contact  with  Iran.  By  1984,  Ghorbanifar  was 
well  known  to  U.S.  intelligence  services,  and 
details  of  his  activities  filled  a  thick  file  in  the 
CIA's  Operations  Directorate.  The  CIA 
viewed  Ghorbanifar  with  particular  disfavor, 
but  that  did  little  to  discourage  the  Iranian 
from  trying  to  interest  U.S.  intelligence  agen- 
cies in  various  schemes,  all  of  which  would 
financially  benefit  him. 

His  CIA  file  describes  Ghorbanifar  as  an 
Iranian  businessman  and  self-proclaimed 
"wheeler  dealer"  who,  prior  to  the  1979  rev- 
olution, had  been  the  managing  director  of 
an  Israeli-connected  Iranian  shipping  com- 
pany.  According  to  rumors,   Ghorbanifar 


also  was  an  informant  for  SAVAK,  the 
Shah's  intelligence  service,  and  had  a  rela- 
tionship with  Israeli  intelligence;  but  those 
relationships  have  never  been  confirmed. 

In  January  1984,  Ghorbanifar  contacted 
U.S.  Army  Intelligence  in  West  Germany 
with  tales  of  "Iranian  terrorist  organizations, 
plans,  and  activities."  In  mid-March,  a  CIA 
officer  met  with  Ghorbanifar  in  Frankfurt  to 
explore  the  data  Ghorbanifar  was  offering. 
At  that  meeting,  Ghorbanifar  indicated  he 
had  information  on  the  kidnapping,  in  Bei- 
rut, of  CIA  Chief  of  Station  William  Buck- 
ley. He  identified  an  Iranian  official  (the 
Second  Iranian),  who  would  play  a  key  role 
in  the  arms-for-hostages  transactions  a  year 
later,  as  the  "individual  responsible"  for  the 
kidnapping.  He  also  described  an  Iranian 
plot  to  assassinate  U.S.  Presidential  candi- 
dates. 

A  CIA-administered  polygraph  examina- 
tion of  Ghorbanifar  on  this  information  in- 
dicated he  was  lying.  Ghorbanifar  gave  no 
satisfactory  explanation  for  the  results.  Un- 
deterred, he  again  approached  the  CIA  in 
June  1984,  this  time  trying  to  broker  a  meet- 
ing between  the  U.S.  Government  and  an- 
other Iranian  official  (the  First  Iranian).  The 
First  Iranian  was  also  to  be  a  key  player  in 
the  arms-for-hostages  transactions  of  1985 
and  1986.  According  to  Ghorbanifar,  the 
First  Iranian  was  favorably  disposed  towards 
the  United  States. 

Again,  Ghorbanifar  was  polygraphed,  and 
again,  the  examination  indicated  he  was 
lying.  This  time,  the  CIA  responded  by  pub- 
lishing, on  July  25,  1984,  a  rarely  issued 
"Fabricator  Notice,"  warning  Agency  per- 
sonnel and  other  U.S.  intelligence  and  law 
enforcement  agencies  that  Ghorbanifar 
"should  be  regarded  as  an  intelligence  fabri- 
cator and  a  nuisance." 
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Ghorbanifar  Proposes  to  Ransom  the 
Hostages 

Ghorbanifar  continued  to  seek  a  relationship 
with  the  U.S.  Government.  His  first  chance 
came  in  November  1984  when  he  met  Theo- 
dore Shackley,  a  former  Associate  Deputy 
Director  for  Operations  of  the  CIA  who  had 
retired  from  the  Agency  in  1978.  On  behalf 
of  his  "risk  management"  firm,  Research  As- 
sociates, Inc.,  Shackley  maintained  contact 
with  the  former  head  of  the  Shah's  SAVAK 
Counterespionage  Department  VIII,  Gen- 
eral Manucher  Hashemi.  At  the  suggestion 
of  Hashemi,  Shackley  traveled  to  Hamburg, 
West  Germany,  where  he  met  with  a  group 
of  Iranians,  including  Ghorbanifar,  the  First 
Iranian  and  a  Dr.  Shahabadi,  chief  of  the 
Iranian  purchasing  office  in  Hamburg  and 
purportedly  a  friend  of  Saudi  entrepreneur 
and  arms  dealer  Adnan  Khashoggi.  At  one 
meeting,  on  November  20,  Ghorbanifar  told 
Shackley  that  for  a  price  he  could  arrange  for 
the  release  of  U.S.  hostages  in  Lebanon 
through  his  Iranian  contacts.  Ghorbanifar 
said  he  required  a  response  on  the  "ransom 
deal"  by  December  7.  Ghorbanifar  added 
that  he  would  not  work  with  the  CIA  be- 
cause the  Agency  was  "unreasonable  and  un- 
professional." Upon  his  return  to  the  United 
States,  Shackley  sent  a  memorandum  about 
his  meetings  with  Ghorbanifar  to  Lt.  Gen. 
Vernon  Walters,  Ambassador-at-Large  in 
the  State  Department  and  a  former  Deputy 
Director  of  the  CIA.  Walters  referred  the 
memorandum  to  Hugh  Montgomery,  Direc- 
tor of  Intelligence  and  Research  in  the  State 
Department.  Montgomery,  in  turn,  passed 
the  Shackley  memorandum  to  Ambassador 
Robert  B.  Oakley,  head  of  the  State  Depart- 
ment's counterterrorism  efforts,  and  Assist- 
ant  Secretary   of  State   for   Near   Eastern 


Affairs  Richard  W.  Murphy.  Oakley  and 
Murphy  regarded  the  hostage  ransom  pro- 
posal as  a  "scam,"  and  on  December  11, 
1984,  Montgomery  told  Shackley  that  the 
State  Department  was  not  interested  in  pur- 
suing the  Ghorbanifar  ransom  proposal. 

Ghorbanifar  Tries  Again 

Ghorbanifar  still  did  not  give  up.  Having 
failed  with  the  CIA,  the  Army,  and  the  State 
Department,  he  found  another  and  ulti- 
mately more  fruitful  channel  into  the  U.S. 
Government  through  Israel.  A  New  York 
businessman,  Roy  Furmark,  served  as  the 
contact  point.  Furmark  had  previously 
worked  for  Adnan  Khashoggi,  and  was  a 
friend  of  CIA  Director  William  Casey.  Fur- 
mark also  knew  Cyrus  Hashemi,  a  natural- 
ized U.S.  citizen  of  Iranian  extraction  whom 
Furmark  tried  to  interest  in  a  number  of 
business  ventures.  In  January  1985,  Furmark 
and  Ghorbanifar  met  while  Furmark  was  in 
Europe  to  discuss  business  opportunities  in 
Iran. 

Furmark  later  introduced  Ghorbanifar  to 
Hashemi  and  Khashoggi.  Ghorbanifar,  at 
this  time,  was  looking  for  sophisticated 
weapons  for  Iran,  and  Khashoggi  suggested 
that  Ghorbanifar  try  to  develop  access  to  the 
United  States  and  its  weapons  through  Is- 
rael. Sometime  later,  Khashoggi  put  Ghor- 
banifar and  Hashemi  in  touch  with  an  Israeli 
group:  Al  Schwimmer,  an  adviser  to  then 
Israeli  Prime  Minister  Shimon  Peres,  and 
Ya'accov  Nimrodi,  an  Israeli  businessman 
with  government  service  background.  Both 
Khashoggi  and  Hashemi  saw  the  potential 
for  huge  profits  if  Ghorbanifar  were  to  be- 
come the  conduit  for  U.S.  arms  to  Iran  and 
gain  control  of  trade  between  the  United 
States  and  Iran. 
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At  Khashoggi's  initiative  members  of  the 
Israeli  team  met  with  Hashemi  and  Ghor- 
banifar  in  London,  Geneva,  and  Israel  in 
early  spring.  Weapons  sales  to  Iran  were  dis- 
cussed but  the  meetings  produced  nothing 
concrete.  In  late  April,  Ghorbanifar  pro- 
posed to  one  of  the  Israelis  that  he  be  permit- 
ted to  purchase  U.S. -manufactured  TOW 
antitank  missiles  from  Israel,  and,  in  return, 
he  would  obtain  the  release  of  CIA  Beirut 
Chief  of  Station  Buckley,  then  a  hostage  in 
Lebanon. 


Ledeen  Gets  Involved 

At  about  that  same  time,  NSC  consultant 
Michael  Ledeen  was  trying  to  persuade  Na- 
tional Security  Adviser  Robert  McFarlane  to 
use  him  as  an  informal  channel  to  get  intelli- 
gence on  Iran  from  Israel,  using  his  close 
personal  relationships  with  several  high- 
ranking  Israeli  officials.  In  March  1985,  Le- 
deen met  in  Europe  with  a  senior  official 
from  a  western  European  nation  who  told 
Ledeen  that  the  United  States  could  play  a 
significant  role  in  Iran.  The  foreign  official 
recommended  that  the  United  States  contact 
Israel  because  the  Israelis  had  the  best  intelli- 
gence resources  on  Iran.  Upon  his  return  to 
the  United  States  in  early  April,  Ledeen  pro- 
posed to  McFarlane  that  he  be  authorized  to 
meet  with  Israeli  Prime  Minister  Peres  and 
other  Israeli  officials  to  explore  potential  Is- 
raeli-U.S.  cooperation  on  Iran.  Although  the 
NSC  staff  told  McFarlane  that  "none  of  us 
feel  Mike  should  be  our  primary  channel  for 
working  the  Iran  issue  with  foreign  govern- 
ments," they  were  impressed  with  Ledeen's 
access  to  Prime  Minister  Peres,  and  therefore 
recommended  that  Ledeen  informally  meet 
with  the  Israelis  to  express  interest  in  devel- 


oping "a  more  serious  and  coordinated  strat- 
egy for  dealing  with  the  Iranian  succession 
crisis."  McFarlane  agreed. 

Ledeen  traveled  to  Israel  in  early  May.  On 
May  3  he  met  with  Prime  Minister  Peres  and 
then  with  a  former  senior  official  of  the  Israel 
Defense  Forces.  During  the  meetings,  Le- 
deen said  he  was  acting  on  McFarlane's  be- 
half, although  in  a  private  rather  than  official 
capacity,  and  expressed  interest  in  sharing 
intelligence  on  Iran.  According  to  Ledeen, 
the  Americans  held  hostage  in  Lebanon  were 
not  discussed  at  these  meetings  in  early  May. 
An  Israeli  official,  however,  recalls  Ledeen's 
telling  him  about  offers  by  various  Iranians 
to  help  get  the  hostages  released.  According 
to  Ledeen,  the  Prime  Minister  asked  him  to 
advise  McFarlane  that  Israel  wanted  to  sell 
artillery  shells  or  pieces  to  Iran  but  would  do 
so  only  if  it  received  U.S.  approval. 


THE  NSC  RECONSIDERS  IRAN 
POLICY 

On  June  3,  1985,  McFarlane  approved  a  sec- 
ond Ledeen  trip  to  Israel,  but  Ledeen's  re- 
turn to  Israel  was  delayed  when  Secretary  of 
State  George  P.  Shultz  protested  Ledeen's 
earlier  trip.  Shultz  had  heard  from  the  U.S. 
Ambassador  to  Israel  that  Ledeen  had  been 
in  Israel  talking  to  Israeli  officials  about  ob- 
taining intelligence  on  Iran,  without  notice 
to  the  U.S.  Embassy.  Shultz  complained  to 
McFarlane  that  neither  he  nor  the  U.S.  Am- 
bassador to  Israel  had  been  informed  of  the 
trip,  and  pointed  out  that  Israel  and  the 
United  States  had  differing  interests  in  Iran. 
He  also  questioned  the  wisdom  of  relying 
upon  Israeli  intelligence  about  Iran.  McFar- 
lane told  Shultz  that  Ledeen  had  taken  the 
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May  trip  "on  his  own  hook."  He  also  said  he 
was  "turning  [the  Iran  initiative]  off  en- 
tirely." In  fact,  McFarlane  told  Ledeen  to 
postpone,  not  cancel,  the  trip. 

Major  policy  changes  call  for  consultation 
with  the  Secretaries  of  State  and  Defense  and 
an  opportunity  for  the  President  to  consider 
their  views.  McFarlane  thus  began  the  estab- 
lished process  of  interdepartmental  policy 
formulation.  He  had  earlier  requested  the 
CIA  to  prepare  the  updated  SNIE  on  Iran, 
and  in  June  he  asked  members  of  his  staff  to 
prepare  a  draft  National  Security  Decision 
Directive  (NSDD).  An  NSDD  is  a  Presiden- 
tial directive  establishing  policy  in  a  particu- 
lar area.  It  is  the  result  of  an  analytical 
process,  including  discussions  among  the  in- 
terested parties. 

Fortier  and  Howard  Teicher  of  the  NSC 
staff  submitted  the  draft  NSDD  to  McFar- 
lane on  June  11,  and  on  June  17,  McFarlane 
circulated  this  draft  to  Secretary  Shultz,  Sec- 
retary of  Defense  Caspar  W.  Weinberger, 
and  CIA  Director  Casey.  The  draft  NSDD 
recommended,  among  other  things,  that 
anti-Khomeini  factions  in  Iran  should  be 
supported,  and  that  U.S.  allies  and  friendly 
states  should  be  encouraged  to  "help  Iran 
meet  its  import  requirements  .  .  .  including] 
provision  of  selected  military  equipment." 
To  bolster  the  NSC's  analysis,  McFarlane 
cited  the  CIA's  earlier  intelligence  estimate 
that  had  recommended  such  arms  sales,  and 
warned  of  the  Soviet  threat  to  Iran. 

Only  Casey  endorsed  the  draft  NSDD. 
Secretary  Weinberger  wrote  on  the  trans- 
mittal note  accompanying  the  draft,  "This  is 
almost  too  absurd  to  comment  on.  .  .  .  It's 
like  asking  Quadaffi  to  Washington  for  a 
cozy  chat."  Weinberger's  response  to  the  Na- 
tional Security  Adviser  was  less  sarcastic  but 


unambiguously  negative.  Secretary  Shultz's 
response  was  also  negative.  He  criticized  the 
idea  of  relaxing  the  arms  embargo  against 
Iran,  warned  against  the  danger  of  strength- 
ening Iran,  and  disagreed  with  the  notion 
that  Iran  was  in  danger  of  falling  into  Soviet 
hands. 

During  the  same  period,  the  President  was 
sharply  critical  of  Iran.  In  a  speech  to  the 
American  Bar  Association  on  July  8,  1985, 
the  President  declared  Iran  to  be  part  of  a 
"confederation  of  terrorist  states  ...  a  new 
international  version  of  Murder  Incorpo- 
rated." He  added,  "Let  me  make  it  plain  to 
the  assassins  in  Beirut  and  their  accomplices 
that  America  will  never  make  concessions  to 
terrorists." 


The  Discussions  Continue 

In  late  June,  according  to  McFarlane's  testi- 
mony, David  Kimche,  the  Director  General 
of  the  Israeli  Foreign  Ministry,  became  in- 
volved in  the  project.  Kimche  had  an  estab- 
lished relationship  with  McFarlane  and 
Ledeen.  While  in  Washington  for  another 
purpose  in  early  July,  he  briefed  McFarlane 
on  the  ongoing  contacts  of  Israeli  and 
Iranian  officials,  and  the  Iranians'  interest  in 
establishing  contact  with  the  United  States. 
Kimche  recommended  that  the  discussions 
with  the  Iranians  continue.  McFarlane  told 
Secretary  Weinberger  about  the  meeting, 
and  Weinberger's  military  assistant,  Lt.  Gen. 
Colin  Powell,  recalled  that  McFarlane  dis- 
cussed both  the  sale  of  arms  to  Iran  and  the 
hostages. 

On  July  8,  1985,  members  of  the  Israeli 
team  met  in  Hamburg  with  Ghorbanifar, 
Khashoggi,  Khashoggi's  son-in-law,  and  the 
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First  Iranian.  Before  the  meeting,  Ghorbani- 
far  told  the  Israelis  that  the  sale  of  100 
TOWs  was  essential  to  enhance  his  credibil- 
ity with  Iran,  and  claimed  that  the  sale 
would  be  followed  by  the  release  of  the 
American  hostages. 

Ghorbanifar  described  the  First  Iranian  as 
a  politically  powerful  individual  in  his  own 
right,  with  close  personal  connections  to 
Khomeini,  and  a  leader  of  one  of  Iran's  revo- 
lutionary organizations. 

At  the  meetings,  the  First  Iranian  spoke  of 
the  need  for  a  party  who  could  act  as  a  bridge 
between  Iran  and  the  United  States,  of  the 
threat  of  Soviet  influence  in  Iran,  and  of  the 
risks  he  had  taken  in  meeting  with  Israel  in 
order  to  promote  an  opening  with  the  United 
States.  The  participants  also  discussed  mis- 
siles and  hostages.  The  First  Iranian  pro- 
mised to  present  a  comprehensive  written 
proposal  within  a  week. 

Shortly  after  that  meeting,  according  to 
Ledeen's  testimony,  Schwimmer  flew  to 
Washington  and  met  with  Ledeen  on  July 
11,  1985.  He  briefed  Ledeen  on  Ghorbani- 
far's  proposal  to  obtain  the  release  of  the 
American  hostages  in  exchange  for  TOW 
missiles.  Ledeen  then  wrote  McFarlane, 
"The  situation  [concerning  Iran]  has  funda- 
mentally changed  for  the  better."  On  July  13, 
he  briefed  McFarlane  orally  on  the  Israeli 
talks  with  the  Iranians. 


The  President  Is  Informed 

McFarlane  decided  to  take  the  matter  to 
President  Reagan,  even  though  the  President 
was  in  the  hospital  recuperating  from  sur- 
gery. By  this  time,  the  release  of  the  hostages 
had  become  an  immediate  concern  to  the 


President.  He  had  met  with  the  hostage  fami- 
lies for  the  first  time  in  late  June,  and  had 
been  moved  by  the  experience.  On  July  3,  he 
had  attended  a  National  Security  Planning 
Group  meeting  to  discuss  the  hostages,  and 
had  come  away  frustrated  at  the  lack  of  alter- 
natives. 

McFarlane  met  with  the  President  at  the 
hospital  on  July  18.  Donald  Regan,  the 
White  House  Chief  of  Staff,  was  present. 
What  was  discussed  at  this  meeting  is  not 
clear:  Apparently  no  one  took  notes.  Regan 
did  not  recall  any  mention  of  arms  at  the 
meeting,  and  McFarlane's  accounts  have 
varied:  More  than  a  year  later,  on  Novem- 
ber 21,  1986,  McFarlane  wrote  in  a  PROF 
note  to  Poindexter  that  the  President  "was 
all  for  letting  the  Israelis  do  anything  they 
wanted  at  the  very  first  briefing  in  the  hos- 
pital." But  during  the  public  hearings 
McFarlane  stated  that  the  President's  posi- 
tion was  that  no  U.S.  owned  items  from  the 
United  [S]tates  [could  be]  property] 
shipped  at  that  time.  This  left  open  the  pos- 
sibility that  the  Israelis  were  free  to  ship 
from  Israel  Israeli-owned  TOWs  that  had 
been  acquired  from  the  United  States. 

McFarlane  testified  that  the  Israelis  were 
informed  that  the  President  was  unwilling  to 
allow  the  United  States  to  supply  arms  di- 
rectly to  Iran.  Ledeen  testified,  however, 
that,  in  accordance  with  McFarlane's  in- 
structions, he  informed  the  Israelis  that  the 
President  approved  "in  principle"  the  sale  of 
TOWs  by  Israel  subject  to  further  review  of 
the  details. 

But  Israeli  Defense  Minister  Yitzhak 
Rabin  would  not  proceed  unless  he  received 
assurances  that  the  Secretary  of  State  knew 
of  the  plan  and  that  the  President  unequivo- 
cally approved. 
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The  Israeli  Arms  Sales  Are 
Authorized 

On  August  2,  according  to  McFarlane's  tes- 
timony, Kimche  flew  to  Washington  to  meet 
with  McFarlane  and  to  obtain  the  specific 
U.S.  position  on  Israel's  sale  of  the  TOWs. 
The  meetings  occurred  on  August  2  and  3. 
McFarlane  made  no  memorandum  of  the 
meetings,  and  recollections  differ.  All  agree, 
however,  that  the  Israelis  asked  for  permis- 
sion to  sell  100  TOWs,  and  that  McFarlane 
agreed  to  present  the  issue  to  the  President. 

The  White  House  log  records  an  August  6 
meeting  between  McFarlane  and  the  Presi- 
dent, the  Vice  President,  Secretaries  Shultz 
and  Weinberger,  and  Regan.  McFarlane  re- 
ported that  the  Iranians  wanted  a  dialogue 
with  the  United  States  and  100  TOWs  from 
Israel  in  return  for  which  four  hostages 
would  be  released.  McFarlane  also  said  that 
the  United  States  would  be  able  to  deny  any 
connection  to  or  knowledge  of  the  sale,  a 
suggestion  the  Secretary  of  State  regarded  as 
untenable.  Secretary  Shultz  told  the  Presi- 
dent that  it  "was  a  very  bad  idea,"  and  that 
despite  the  talk  of  better  relations,  "we  were 
just  falling  into  the  arms-for-hostages  busi- 
ness and  we  shouldn't  do  it." 

Secretary  Weinberger  also  opposed  the 
sale.  He  and  Secretary  Shultz  argued  that  the 
initiative  would  not  work,  and  that  the  sale 
would  contradict  the  U.S.  efforts  to  persuade 
other  countries  to  observe  the  embargo. 
None  of  the  witnesses  recalls  the  Vice  Presi- 
dent's position,  and  there  is  no  evidence  that 
Casey  was  consulted  by  the  NSC  staff  at  this 
stage.  McFarlane,  according  to  Ledeen,  di- 
rected that  Casey  and  the  CIA  not  be  in- 
formed for  fear  that  the  CIA  might  leak. 

Chief  of  Staff  Regan  testified  that  the  Pres- 
ident told  McFarlane  to  "go  slow"  at  the 


August  meeting  and  to  "make  sure  we  know 
who  we  are  dealing  with  before  we  get  too  far 
into  this."  According  to  all  the  participants, 
the  President  announced  no  decision  at  the 
meeting. 

Several  days  later,  the  President  tele- 
phoned McFarlane  and,  according  to 
McFarlane,  authorized  the  Israelis  to  pro- 
ceed with  the  sale  in  modest  quantities  of 
"TOW  missiles  or  other  military  spares"  that 
would  be  replenished  by  the  United  States. 
The  President  stipulated  that  the  sales  not 
affect  the  balance  of  the  Iran-Iraq  war,  not  be 
used  for  terrorist  purposes,  and  not  include 
such  major  items  as  aircraft.  McFarlane  told 
Poindexter  about  the  conversation,  but  Poin- 
dexter  did  not  recall  its  contents.  Regan  re- 
called that  the  President  appeared  upset 
when  he  learned  in  September  that  TOWs 
had  been  shipped. 

The  President,  in  his  Tower  Board  inter- 
view, originally  confirmed  that  he  had  au- 
thorized the  sale,  but  later  stated  that  he  had 
no  actual  recollection  one  way  or  another. 
No  documents  record  the  decision. 

The  Tower  Board  concluded  that  the  Pres- 
ident most  likely  approved  the  Israeli  sales 
before  they  occurred.  The  evidence  supports 
that  conclusion.  The  Israelis  expressly 
sought  the  President's  approval  of  the  Israeli 
sales  and  confirmation  that  the  Secretary  of 
State  had  been  consulted.  By  McFarlane's 
own  admission*,  he  told  the  Israelis  that  they 
were  authorized  to  sell  the  TOWs.  McFar- 
lane had  no  motive  to  approve  a  sale  of  mis- 
siles to  Iran  if  the  President  had  not 
authorized  it.  Moreover,  Ledeen  testified 
that  McFarlane  told  him  of  the  President's 
decision.  McFarlane  also  contemporane- 
ously reported  the  President's  approval  to 
Kimche. 

The  President's  decision  on  the  arms  sale 
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conveyed  by  McFarlane  to  the  Israelis  com- 
mitted the  United  States  to  the  policy  unsuc- 
cessfully advocated  in  the  draft  NSDD — the 
sale  of  weapons  by  an  American  ally  to  Iran. 


Israel  Ships  96  TOWs— But  No 
Hostage  Is  Released 

On  August  19,  Ghorbanifar  returned  to  Is- 
rael where  he  met  with  the  Israeli  team. 
Ghorbanifar  advised  that  he  had  made  pay- 
ments in  Iran  but  he  was  not  certain  how 
many  hostages  would  be  released.  As  for 
CIA  Station  Chief  Buckley,  Ghorbanifar 
said  that  the  Iranians  recognized  his  "special 
value"  and,  therefore,  would  return  him  last. 
That  same  day,  the  DC- 8  transport  aircraft 
arrived  in  Israel,  and  was  loaded  with  96 
(rather  than  100)  TOW  missiles.  In  the  early 
morning  hours  of  August  20,  the  plane  left 
Israel  bound  for  Iran,  with  Ghorbanifar  on 
board.  The  TOWs  were  then  delivered  and 
the  aircraft  returned  to  Israel  late  that  same 
day. 

But  no  hostages  were  released.  Ghorbani- 
far had  an  explanation:  contrary  to  his  plan, 
delivery  of  the  missiles  was  taken  by  the 
Commander  of  the  Iranian  Revolutionary 
Guards  rather  than  by  the  Iranian  faction  for 
whom  they  were  intended.  Still,  Ghorbanifar 
remained  hopeful  that  he  could  produce  the 
hostages.  With  McFarlane's  assent,  Ledeen 
met  with  Kimche  in  London  on  August  20  to 
discuss  ways  to  bring  the  hostages  out  of 
Lebanon. 


400  More  TOWs  for  1  Hostage 

On  September  4  and  5,  Ledeen  met  in  Paris 
with  Ghorbanifar  and  members  of  the  Israeli 


team.  Since  no  hostages  had  been  released 
despite  the  delivery  of  the  96  TOWs  on  Au- 
gust 20,  severe  arguments  occurred  at  the 
meeting.  Ghorbanifar  indicated  that  one  hos- 
tage would  be  released  provided  the  Israelis 
sold  Iran  an  additional  400  TOW  missiles. 
We  are  satisfied  from  our  review  of  all  the 
evidence  that  the  President  was  informed 
and  approved  of  the  transaction  in  the  hope 
that  the  hostages  would  be  released.  The  sec- 
ond shipment  was  approved  by  Prime  Minis- 
ter Peres  and  Defense  Minister  Rabin  on 
September  9.  On  September  10,  Khashoggi 
ordered  the  transfer  of  $4  million  into  an 
Israeli  intermediary's  account  to  finance 
Ghorbanifar's  purchase  of  the  400  TOWs. 
The  money  reached  the  Israeli  account  on 
September  13  and  Ghorbanifar  repaid  Kha- 
shoggi that  $4  million  the  following  day. 

The  aircraft  used  to  transport  the  second 
shipment  of  TOWs  to  Iran  arrived  in  Israel 
on  September  14.  The  DC-8  was  loaded  with 
408  missiles  (bringing  the  total  of  TOWs 
shipped  to  504),  and,  early  the  next  morning, 
it  flew  to  Tabriz  to  make  delivery.  On  board 
was  Ghorbanifar's  Iranian  assistant,  Mahadi 
Shahista.  Tabriz,  rather  than  Tehran,  was 
used  as  the  Iranian  delivery  point  to  prevent 
this  shipment  from  falling  into  the  hands  of 
the  Revolutionary  Guards. 

The  Iranians  made  it  clear  that  this  was  an 
arms-for-one-hostage  bargain.  They  gave 
McFarlane  the  choice  of  any  hostage  other 
than  Buckley.  Ghorbanifar  told  the  Israelis 
that  Buckley  was  too  ill  to  be  released.  In 
fact,  Buckley  had  died  in  June  of  a  pulmo- 
nary condition  brought  on  by  prolonged  in- 
terrogation, torture,  and  mistreatment. 

On  September  15,  American  hostage  Rev- 
erend Benjamin  Weir  was  released  near  the 
U.S.  Embassy  in  Beirut. 

On  September   17,   the   Israeli  interme- 
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diary's  account  received  an  additional 
$290,000  from  Ghorbanifar  for  the  expense 
of  transporting  the  504  TOWs  to  Iran,  and 
on  September  18,  Iran  transferred  $5  million 
to  Ghorbanifar's  Swiss  account  for  the  addi- 
tional TOWs. 

Despite  the  fact  that  all  the  TOWs  were 
delivered,  only  one  hostage  had  been  pro- 
duced, not  the  group  that  Ghorbanifar  origi- 
nally had  promised.  Still,  the  President 
continued  to  receive  optimistic  reports  on 
the  initiative.  However,  no  other  hostages 
were  released  for  the  504  TOWs. 

In  September  North  asked  the  CIA  to  gather 
intelligence  on  Ghorbanifar.  It  was  given  to 
McFarlane  but  was  not  shared  with  Secretaries 
Shultz  or  Weinberger.  When  Weinberger  found 
out,  he  demanded  and  received  the  information. 


The  Initiative  Continues:  The  Ante 
Is  Upped 

Despite  Ghorbanifar's  failure  to  secure  the 
release  of  the  four  or  five  hostages  originally 
promised,  discussions  of  further  arms  deals 
continued.  In  late  September,  Ghorbanifar 
met  with  members  of  the  Israeli  team  and 
Ledeen  in  Paris.  This  time,  Ghorbanifar 
asked  for  antiaircraft  missiles,  including  a 
new  HAWK  missile  to  attack  high-flying 
aircraft.  (The  HAWKs  do  not  have  that  ca- 
pability, but  apparently  none  of  the  partici- 
pants was  aware  of  this.)  Ledeen  reportedly 
consented  to  a  HAWK  transaction  with 
Iran,  but  demanded  that  the  hostages  be 
released.  Ledeen  recalls  that  McFarlane  ap- 
proved the  sale  of  HAWKs  before  Novem- 
ber, but  Ledeen  could  not  recall  when.  Nor 
could  he  recall  this  Paris  meeting. 

In  the  meantime,  North  had  received  in- 


formation that  another  U.S.  hostage,  al- 
legedly Buckley,  would  be  released  between 
October  3  and  5.  However,  the  Islamic  Jihad 
in  Lebanon  announced,  on  October  3,  that  it 
planned  to  execute  Buckley.  North  asked  Le- 
deen to  arrange  for  Ghorbanifar  to  come  im- 
mediately to  the  United  States  to  discuss  the 
hostages.  On  October  8,  Ghorbanifar  arrived 
in  Washington,  accompanied  by  Schwimmer 
and  Nimrodi,  and  met  with  Ledeen  at  the 
Old  Executive  Office  Building. 


Meeting  in  Europe,  October  1985 

According  to  Ledeen,  the  purpose  of  the  late 
October  meeting  was  not  to  strike  an  arms- 
for-hostages  deal  with  the  Iranians,  but 
rather  to  approach  the  U.S. -Iranian  initiative 
from  the  strategic,  geopolitical  perspective. 
Ledeen  testified  that  he  and  the  First  Iranian 
discussed  ways  to  improve  U.S. /Iranian  re- 
lations without  trading  arms  for  hostages.  In 
fact,  Ledeen  maintained  that  like  himself, 
this  Iranian  was  "vociferously  opposed  to 
what  had  been  done  in  providing  weapons  to 
the  Iranian  regime  over  the  course  of  the  past 
couple  of  months,  said  that  all  we  could 
achieve  by  sending  arms  to  Iran  was  to 
strengthen  the  Khomeini  regime,  which  was 
the  opposite  of  what  he  thought  we  were 
about."  It  was  Ledeen's  belief  that  "so  long 
as  the  Iranians  are  able  to  obtain  weapons 
from  the  United  States  as  a  result  of  [a]  dia- 
logue with  us,  they  will  say  anything  and 
they  will  do  anything  in  order  to  continue  to 
get  these  weapons,  and  so  long  as  that  pipe- 
line of  weapons  functions,  we  will  never  be 
able  to  evaluate  their  real  intentions." 

Ledeen  stated  that  upon  his  return  from 
Europe,  he  reported  to  McFarlane  that  the 
First  Iranian  thought  he  could  have  his  peo- 
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pie  occupy  "key  positions  in  the  [Iranian] 
government"  if  the  United  States  would  help 
by  providing  a  quantity  of  "small  arms  and 
training." 

By  other  accounts,  however,  such  politi- 
cal discussions  are  not  all  that  transpired  at 
the  late  October  meeting.  According  to  one 
of  the  Israeli  intermediaries,  the  Iranian 
official  emphasized  that  efforts  must  be  con- 
tinued for  the  release  of  the  four  remaining 
hostages  in  exchange  for  arms,  particularly 
HAWK  missiles.  Also  according  to  the  Is- 
raeli intermediary,  Ledeen  was  pressing,  on 
behalf  of  the  U.S.  President,  for  all  four 
hostages  to  be  released  as  soon  as  possible 
and  all  at  once,  and  he  promised  that  fol- 
lowing their  release  the  U.S.  would  assist 
Iran  as  far  as  it  could. 

This  appears  to  have  been  the  last  meeting 
among  Iranian,  Israeli,  and  American  re- 
presentatives before  the  shipment  of  HAWK 
missiles  to  Iran  in  late  November  1985. 


THE  LESSONS  OF  THE  FIRST  ARMS 
SHIPMENT 

The  August-September  1985  TOW  transac- 
tion set  the  pattern  for  the  entire  Iran  initia- 
tive: 

—  A  promise  by  the  Iranians  to  release  the 
hostages  in  exchange  for  an  agreed  quan- 
tity of  weapons. 

—  The  breach  of  that  promise  after  delivery 
of  the  weapons. 

—  The  delivery  of  more  weapons  in  re- 
sponse to  new  demands  by  the  Iranians. 

—  The  release  of  a  single  hostage  as  an  en- 
ticement to  further  arms  transfers. 

The  lesson  to  Iran  was  unmistakable:  All 
U.S.  positions  and  principles  were  negotia- 
ble, and  breaches  by  Iran  went  unpunished. 
Whatever  Iran  did,  the  U.S.  could  be 
brought  back  to  the  arms  bargaining  table  by 
the  promise  of  another  hostage. 
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CHAPTER  10 


Arms  to  Iran: 

A  Shipment  of  HAWKs 

Ends  in  Failure 


An  Israeli-American  plan  to  sell  HAWK 
missiles  to  Iran  in  exchange  for  American 
hostages  crystallized  in  November  1985.  The 
plan — which  grew  out  of  the  late  October 
meeting  in  Geneva  among  Michael  Ledeen 
and  Iranian  and  Israeli  officials  and  inter- 
mediaries— ultimately  led  to  a  shipment  of 
18  HAWK  antiaircraft  missiles  by  a  CIA 
airplane  from  Israel  to  Tehran  on  November 
24  and  25.  As  the  plan  evolved,  National 
Security  Adviser  Robert  McFarlane  had 
contacts  with  senior  Israeli  officials,  brought 
aspects  of  the  plan  to  the  attention  of  the 
President,  Chief  of  Staff  Donald  Regan,  and 
the  Secretary  of  State,  and  gave  Oliver  North 
increasing  responsibility  for  overseeing  the 
plan's  implementation.  The  planning  and  ex- 
ecution of  the  operation  did  not  proceed 
smoothly,  and  in  the  end,  no  hostages  were 
released. 


LEDEEN  BRINGS  HOME  A  PLAN 

NSC  consultant  Michael  Ledeen  returned  to 
Washington  from  the  Geneva  meeting  at  the 
end  of  October  1985.  He  told  North  and 


McFarlane  of  the  National  Security  Council 
Staff  of  the  proposal  by  Manucher  Ghorbani- 
far  and  the  other  Iranians  that  the  United 
States  provide  specified  missiles  in  return  for 
the  release  of  U.S.  hostages  in  Lebanon.  On 
October  30,  1985,  Ledeen  first  met  alone 
with  North  and  then  with  both  North  and 
McFarlane.  In  the  first  meeting,  Ledeen  said 
that  the  "First  Iranian,"  a  highly  placed 
Iranian  official  who  acted  as  a  go-between  in 
the  arms  sales  negotiations,  "wants  to  be 
U.S.  ally — has  support  in  Tehran."  Ledeen 
spelled  out  the  Iranians'  demands  for  secur- 
ing the  American  hostages'  freedom.  He  told 
North  that,  "to  get  hostages  out,"  the  Irani- 
ans wanted  a  "blanket  order"  of  150  HAWK 
missiles,  200  Sidewinder  missiles,  and  30  to 
50  Phoenix  missiles.  The  proposal  contem- 
plated that  the  hostages  would  be  released  in 
three  groups,  with  separate  arms  deliveries  to 
Iran  to  occur  before  the  second  and  third 
releases.  Ledeen  raised  the  unresolved  prob- 
lem of  U.S.  replenishment  of  the  500  TOWs 
withdrawn  from  Israeli  reserves  and  shipped 
to  Iran  in  August  and  September  1985  prior 
to  the  release  of  hostage  Benjamin  Weir.  Le- 
deen said  Israeli  Defense  Minister  Yitzhak 
Rabin  was  "complaining  about"  the  United 
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States'  failure  to  make  good  on  its  promise  to 
replace  those  items. 

North  and  Ledeen  met  with  McFarlane 
later  that  day  to  continue  the  discussion.  Le- 
deen, claiming  that  improved  U.S. -Iranian 
relations  could  follow  an  agreement,  ad- 
vocated cooperation  with  the  Israelis  "to 
bring  out  credible  military  and  political  lead- 
ers" in  Iran.  McFarlane  expressed  skepti- 
cism even  about  the  existence  of  moderate 
elements  in  Iran,  let  alone  their  ability  to 
come  to  power.  Nevertheless,  he  did  not  op- 
pose renewing  arms  shipments  to  Iran. 
McFarlane  instructed  North  and  Ledeen 
that  "not  one  single  item"  of  armaments 
should  be  shipped  to  Iran  without  the  release 
of  "live  Americans."  McFarlane,  Deputy 
National  Security  Adviser  John  Poindexter, 
and  other  senior  American  officials  often  re- 
peated this  instruction  over  the  next  several 
months,  but  it  was  consistently  disregarded. 

Ledeen's  meeting  with  the  First  Iranian  in 
Geneva  led  to  meetings  between  the  Ameri- 
cans and  Israelis  in  early  November  1985. 
The  Iranians  had  significantly  increased 
their  demands  for  weapons.  Moreover,  the 
Israelis  still  sought  replenishment  of  the 
TOWs  they  had  sold  to  Iran. 


North-Nir  Dialogue  Begins 

North  and  Amiram  Nir,  the  Israeli  Prime 
Minister's  Adviser  on  Combatting  Terror- 
ism, met  in  Washington  on  November  14. 
Although  they  apparently  did  not  discuss 
arms  sales  to  Iran,  they  did  set  the  founda- 
tion for  a  variety  of  future  Israeli-U.S.  covert 
operations.  North  jotted  notes  indicating 
that  this  operation  could  require  at  least  a 
million  dollars  a  month  "for  near  term  and 
probably  mid-term  rqmts  [requirements]." 


North's  notes  list  several  unanswered  ques- 
tions: 

•  How  to  pay  for 

•  How  to  raise  $  .  .  . 

•  Use  Israelis  as  conduit? 

•  Go  direct? 

•  Have  Israelis  do  all  work  w/U.S.  pay? 

•  Set  up  joint/Israeli  cover  op 

'  On  November  19,  North  and  Nir  dis- 
cussed two  code-named  covert  operations, 
"T.H.  1,"  the  one  they  had  discussed  on  No- 
vember 14,  and  "T.H.  2."  North's  notes  re- 
flect that  the  second  operation  would  also 
require  a  source  of  "operational]  funds."  In 
mid-November,  North  did  not  have  answers 
to  the  funding  question.  But,  according  to 
North,  within  a  few  months,  he  and  Nir  had 
solved  the  problem:  they  would  use  the  Iran 
arms  sales  profits.  Planning  for  the  privately 
funded  joint  covert  activities  began. 


McFarlane  Briefs  CIA 

On  November  14,  McFarlane  told  the  CIA  of  an 
Israeli  plan  to  deliver  arms  to  "certain  elements 
of  the  Iranian  military  who  are  prepared  to  over- 
throw the  Government."  The  next  day,  Israeli 
Defense  Minister  Rabin  asked  for  reassurances 
that  the  arms  shipments  were  approved  by  the 
President.  McFarlane  said  the  previous  authori- 
zation for  arms  sales  and  replenishments  from 
American  stocks  still  held. 


McFarlane  Briefs  the  President 

McFarlane  told  the  President  about  the  de- 
veloping plans  for  the  HAWK  transaction 
shortly  before  they  left  on  November  17  for 


155 


a  summit  meeting  with  Soviet  leaders  in  Ge- 
neva. Regan,  who  was  present,  said  it  was: 

[J]ust  a  momentary  conversation,  which  was 
not  a  detailed  briefing  to  the  President,  that 
there  [is]  something  up  between  Israel  and 
Iran.  [McFarlane  said]  [i]t  might  lead  to  our 
getting  some  of  our  hostages  out,  and  we  were 
hopeful.  .  .  . 


THE  NOVEMBER  HAWK  SHIPMENT 

By  the  third  week  of  November,  the  Israeli 
intermediaries  and  the  Americans  believed 
they  had  reached  an  agreement  with  Ghor- 
banifar  on  a  plan  that  would  gain  release  of 
all  the  hostages  by  Thanksgiving.  The  plan 
was,  in  essence,  a  straight  swap:  U.S. -made 
missiles  in  Israeli  stocks  would  be  sold  to 
Iran  in  exchange  for  American  hostages.  As 
the  exchange  date  approached,  many  details 
remained  unresolved.  They  were  only  ham- 
mered out  in  separate  and  frantic  long-dis- 
tance negotiations  among  the  Israeli 
intermediaries  and  Ghorbanifar,  Ghorbani- 
far  and  his  contacts  in  the  Iranian  Govern- 
ment, and  Israeli  Government  officials  and 
NSC  officials. 


How  Many  Missiles? 

One  critical  component  of  the  plan  was  un- 
settled until  the  eleventh  hour — the  number 
and  type  of  missiles  that  the  Israelis  would 
ship  to  Iran.  As  evidenced  by  their  late  Octo- 
ber proposal,  the  Iranians  wanted  to  pur- 
chase immediately  hundreds  of  millions  of 
dollars  worth  of  sophisticated  U.S. -made 
missile  systems  for  use  in  their  war  with  Iraq. 


The  Israelis  were  concerned  about  depleting 
their  stocks.  The  Americans,  who  had  not 
found  a  solution  to  the  replenishment  re- 
quirements arising  out  of  the  August  and 
September  missile  shipments,  sought  an 
agreement  involving  smaller  quantities  of 
missiles  shipped  over  time.  The  middlemen 
in  the  transaction — Ghorbanifar  and  Al 
Schwimmer  and  Yaacov  Nimrodi,  Israeli 
arms  dealers  also  involved  in  the  negotia- 
tions— had  substantial  monetary  incentives 
to  negotiate  a  deal  in  which  large  quantities 
of  weapons  and  money  would  change  hands. 

By  Sunday,  November  17,  the  planners 
had  decided  on  an  initial  shipment  of  80 
HAWK  missiles.  This  shipment  was  to  be 
just  the  start  of  a  much  larger,  phased  trans- 
action. 

On  November  18,  North  called  Schwim- 
mer, who  was  in  direct  contact  with  Ghor- 
banifar. They  discussed  a  sale  of  600 
HAWKs  to  Iran  in  groups  of  100  spread  out 
over  the  next  3  or  4  days.  Schwimmer  told 
North  that  the  first  shipment  of  100  missiles 
had  been  "approved"  in  Tel  Aviv  and  that  it 
was  to  be  followed  by  the  release  of  five 
"boxes,"  the  code  name  for  the  American 
hostages.  After  the  call,  North  wrote  in  his 
Notebook:  "Schwimmer  to  P/U  [pick  up] 
HAWKs  in  U.S."  That  day,  an  Israeli  official 
told  Prime  Minister  Shimon  Peres  that  the 
Americans  were  willing  for  500  HAWK  mis- 
siles to  be  supplied,  but  it  was  proposed  that 
Israel  supply  80  HAWKs. 

By  November  20,  the  plan — as  reported 
by  North  to  Poindexter — had  moved  away 
from  one  involving  500  to  600  HAWKs  to- 
ward one  that  included  these  components: 
First,  80  HAWKs  from  Israeli  stocks  were  to 
be  moved  to  Iran  on  Friday,  November  22, 
on  three  planes  spaced  apart  by  2  hour  inter- 
vals. After  the  planes  were  launched,  but  be- 
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fore  they  landed  in  Iran,  five  American  and 
possibly  one  French  hostage  would  be 
released.  After  the  hostages  were  freed,  40 
more  HAWKs  would  be  moved  to  Iran.  The 
United  States  would  replenish  Israel's  stocks 
promptly  by  sale  at  a  mutually  agreed  price. 
North's  notes  from  the  same  day  confirm 
that  the  initial  delivery  was  to  be  80  items, 
but  indicate  a  key  difference  from  what  he 
had  reported  to  Poindexter:  the  American 
hostages  would  not  be  freed  all  at  once  in 
advance  of  the  arrival  of  any  HAWKs,  but 
rather  would  be  released  sequentially  after 
each  shipment.  After  referring  to  the  total  of 
80  HAWKs,  North  wrote: 

—One  27-2 
27-3 
26-1 
6+1  French 

This  notation  appears  to  mean  that  2  hos- 
tages were  to  be  released  after  a  first  ship- 
ment of  27  missiles,  3  hostages  were  to  be 
released  after  a  second  shipment  of  the  same 
amount,  and  1  hostage  would  be  released 
after  a  third  shipment  of  the  remaining  26 
items.  In  fact,  within  a  few  days,  an  initial 
load  of  HAWKs  arrived  in  Tehran  without 
any  prior  hostage  release. 

McFarlane's  instruction  not  to  ship  weap- 
ons without  the  prior  release  of  the  hostages 
thus  was  not  followed. 


McFarlane  Puts  North  in  Charge 

While  McFarlane  was  at  the  Geneva  summit 
with  the  President,  North  became  immersed 
in  the  details  of  the  HAWK  transaction. 
North  testified  that  he  was  "thrown  into  this 
on  the  night  of  November  17,"  in  almost 


simultaneous  telephone  calls  from  Rabin  and 
McFarlane.  Rabin  told  North  that  the  plan 
called  for  Israel  to  move  80  HAWK  missiles 
by  November  20.  He  said  that  Israel  was 
unwilling  to  commence  the  shipment  with- 
out satisfactory  arrangements  for  replenish- 
ment by  the  United  States.  According  to 
North's  notes,  McFarlane  told  North  to 
solve  Rabin's  replenishment  problem,  and 
"to  keep  orders  under  $14M"  each — the 
threshold  figure  for  reporting  foreign  mili- 
tary sales  to  Congress. 

The  next  day,  North  or  Poindexter  asked 
Lt.  Gen.  Colin  Powell,  then  military  assist- 
ant to  Secretary  of  Defense  Casper  Wein- 
berger, about  the  availability  and  price  of 
HAWKs  and  TOWs,  and  the  legality  and 
method  of  transferring  such  missiles.  The  re- 
quester initially  sought  information  on  a  pro- 
posed transfer  of  500  HAWKs,  but,  in 
accordance  with  the  evolving  plan,  soon  cut 
the  number  to  120.  Powell  understood  that 
the  ultimate  destination  of  the  weapons 
would  be  Iran  and  that  Israel  was  acting  as 
an  intermediary. 

After  receiving  this  request,  Powell  con- 
tacted Noel  Koch,  Principal  Deputy  Assist- 
ant Secretary  of  Defense  for  International 
Security  Affairs,  who  in  turn  asked  Henry 
Gaffhey,  Director  of  Plans,  Defense  Security 
Assistance  Agency  (DSAA),  to  find  out  how 
many  HAWKs  were  available  for  immediate 
transfer.  DSAA  is  the  entity  within  the  De- 
partment of  Defense  that  is  primarily  respon- 
sible for  arms  sales  to  other  governments. 
Koch  asked  Gaffney  to  prepare  a  Point 
Paper  examining  the  requirements  for 
notification  of  Congress  and  whether  the  ul- 
timate destination  of  the  weapons  might  be 
concealed. 

Gaffhey  testified  that  he  understood  from 
his  superiors  that  the  Point  Paper  should 
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cast  a  negative  view  of  the  transaction  to 
reflect  Secretary  Weinberger's  presumed  op- 
position to  arms  transfers  to  Iran.  He  comp- 
leted his  paper,  entitled  "HAWK  Missiles 
for  Iran,"  on  November  22  or  23  and  submit- 
ted it  to  Powell.  Powell  testified  that  he  gave 
the  paper  to  Secretary  Weinberger,  who  did 
not,  however,  recall  receiving  it. 

Gaffhey  testified  that  under  the  Arms  Ex- 
port Control  Act,  Iran  was  not  an  eligible 
country  for  direct  sales  from  the  United 
States,  and  that,  in  his  view,  even  if  Iran  were 
to  become  eligible,  the  contemplated  sales  of 
HAWKs  could  not  be  made  directly  or  in- 
directly (through  Israel  or  otherwise)  unless 
the  President  notified  Congress. 


McFarlane  Informs  the  President 
and  the  Secretary  of  State 

While  they  were  still  in  Geneva,  McFarlane 
updated  the  President  and  Chief  of  Staff 
Donald  Regan  on  the  status  of  the  HAWK 
shipment  and  the  anticipated  hostage  re- 
lease. McFarlane  informed  them  that  the  Is- 
raelis were  about  to  ship  the  weapons,  and 
expressed  hope  that  the  hostages  would 
come  out  by  the  end  of  the  week.  McFarlane 
specifically  told  the  President  that  Israel  was 
about  to  deliver  80  HAWK  missiles  to  Iran 
via  a  warehouse  in  Country  15,  and  that  Is- 
rael wanted  the  United  States  to  replace 
those  missiles. 

McFarlane  testified  that  he  simply  told  the 
President  that  the  Israelis  were  about  to  act, 
but  did  not  ask  for  specific  approval: 

[T]he  President  provided  the  authority  in  early 
August  for  Israel  to  undertake,  to  sell  arms  to 
Iran,  and  to  then  come  to  the  United  States  for 
replenishment,  to  buy  new  ones.  That  didn't 


require  then  the  Israelis  to  come  back  to  us  on 
each  occasion  and  get  new  approval. 

The  President  asked  McFarlane  to  arrange  a 
meeting  at  which  the  President  and  his  top 
advisers  would  review  the  initiative  after  the 
summit. 

At  about  the  same  time,  McFarlane  also 
told  Secretary  of  State  George  Shultz  of  the 
impending  arms-for-hostages  swap.  McFar- 
lane called  Secretary  Shultz  by  secure  phone 
"out  of  the  blue,  about  a  hostages  release  and 
arms  sales  to  Iran."  McFarlane  explained 
that  Israel  was  about  to  ship  100  HAWKs  to 
Iran  through  Country  15  [Portugal],  that  the 
shipment  would  occur  only  if  the  hostages 
were  released,  and  that  the  United  States 
would  sell  replacements  to  Israel.  Secretary 
Shultz  understood  it  as  "a  straight-out  arms- 
for-hostages  deal."  He  expressed  his  opposi- 
tion, and  rebuked  McFarlane  for  not 
informing  him  about  it  earlier:  "I  told  him  I 
hoped  that  the  hostages  would  get  out,  but  I 
was  against  it,  and  I  was  upset  that  he  was 
telling  me  about  it  as  it  was  just  about  to  start 
so  there  was  no  way  I  could  do  anything 
about  it."  When  asked  about  Secretary 
Shultz'  account,  McFarlane  testified:  "I 
don't  recall  it  that  way." 


North  Recruits  Secord 

As  McFarlane  had  explained  to  the  Presi- 
dent and  Secretary  Shultz,  the  plan  was  to 
move  80  HAWKs  from  Tel  Aviv  to  the  capi- 
tal of  Country  15,  transfer  them  to  other 
planes,  and  then  ship  them  on  to  Iran.  The 
planners  chose  this  circuitous  routing  be- 
cause direct  flights  from  Israel  to  Iran  would 
draw  attention  given  the  poor  relations  be- 
tween Israel  and  Iran.  Because  the  cargo  was 
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arms,  special  clearances  had  to  be  obtained 
from  the  government  of  Country  15.  As  the 
pilot  who  ultimately  flew  the  HAWKs  to 
Iran  stated: 

Everybody  can  fly  [in  Europe]  without  clear- 
ances unless  you  have  .  .  .  sensitive  stuff  like 
arms  aboard,  and  then  you  have  to  have  diplo- 
matic clearance. 

A  problem  developed  on  November  18: 
The  government  of  Country  1 5  was  unwill- 
ing to  grant  the  special  clearances.  On  that 
day,  North  asked  Richard  Secord — his  con- 
federate in  the  covert  operation  supporting 
the  Contras — to  fly  to  Country  15  to  "see 
what  he  could  do  to  straighten  out  the  mess." 

McFarlane  testified  he  was  not  aware  that 
North  was  providing  this  letter  to  Secord, 
and  that  his  permission  was  not  sought  to 
send  it  out. 

Secord  arrived  in  Country  15  on  Novem- 
ber 20.  He  and  his  associate  Thomas  Clines, 
who  Secord  said  "had  really  been  handling 
all  of  the  matters  for  the  Enterprise"  in 
Europe,  together  started  "to  work  the  prob- 
lem .  .  .  through  our  colleagues  in  the  arma- 
ment industry  .  .  ." 


Million-Dollar  Deposit  to  Lake 
Resources 

On  November  18 — the  same  day  that  he 
brought  Secord  into  the  deal — North  began 
to  arrange  for  a  $1 -million  transfer  from  Is- 
raeli intermediaries  to  the  account  of  Lake 
Resources,  a  Panamanian  company  con- 
trolled by  Secord  and  referred  to  by  North  as 
"our  Swiss  Co[mpany]."  Lake  Resources 
and  its  account  at  Credit  Suisse  in  Geneva 
had  been  established  by  North  and  Secord  in 


May  1985  "to  receive  monies  in  support  of 
the  covert  operations."  Prior  to  this  deposit, 
which  was  made  on  November  20,  Secord 
and  North  had  used  the  company  exclusively 
for  supporting  the  Contras. 

The  purpose  for  this  $1 -million  deposit  is 
unclear.  North  and  Secord  testified  that  the 
payment  was  for  chartering  planes  to  move 
the  80  HAWKS  to  Iran.  The  Israeli  Histori- 
cal Chronology  affirms  this  explanation. 

Some  evidence  suggests  that  Secord  made, 
or  contemplated  making,  expenditures  in 
Country  15.  One  of  the  persons  with  whom 
Secord  was  working,  an  officer  of  a  European 
arms  company,  reportedly  attempted  to 
bribe  an  official  of  the  government  of  Coun- 
try 15  to  obtain  the  necessary  clearances,  and 
there  are  references  to  Secord  having  spent 
substantial  sums  in  Country  15.  However, 
bank  records  do  not  show  any  such  pay- 
ments out  of  the  Lake  Resources  account. 

Whatever  the  initial  purpose  of  the  de- 
posit, the  Committees  have  ascertained  its 
use.  Secord  used  approximately  $150,000  to 
pay  for  air  charters  relating  to  the  HAWK 
shipment,  and  the  remaining  $850,000  was 
spent  to  support  the  Contras  and  to  make 
profit  distributions  to  Secord  and  his  busi- 
ness associates,  Albert  Hakim  and  Thomas 
Clines.  North  testified  that  in  early  1986  he 
told  the  Israelis  that  the  money  had  been 
used  "for  the  purpose  of  the  Contras"  and 
that  they  acquiesced.  The  first  "diversion"  to 
the  Contras  of  money  received  in  connection 
with  the  Iranian  arms  sales  had  occurred. 


Confusion  in  Country  15 

The  plan  to  ship  the  HAWKs  through  Coun- 
try 1 5  faced  collapse  because  the  government 
there  refused  to  grant  the  necessary  clear- 
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ances.  Upon  arriving  in  Country  15,  Secord 
and  his  associates — the  European  business- 
man and  Clines — tried  to  overcome  this 
problem.  All  three  were  fully  aware  that  the 
cargo  to  be  moved  was  HAWK  missiles.  Be- 
cause their  efforts  were  outside  normal  diplo- 
matic channels  and  in  contradiction  to  stated 
U.S.  policy,  they  were  not  well-received  by 
the  government  of  Country  15. 


North  Updates  Poindexter 

As  the  operation  faltered  on  November  20, 
North  reported  to  Poindexter  and  portrayed 
a  mission  well  under  control.  He  made  no 
mention  of  the  obstacles  faced  in  Country  15: 

The  Israelis  will  deliver  80  Mod  HAWKS  to 
[the  capital  of  Country  15]  at  noon  on  Friday 
22  Nov.  These  80  will  be  loaded  aboard  three 
chartered  aircraft,  owned  by  a  proprietary 
which  will  take  off  at  two  hour  intervals  for 
Tabriz,  [Iran].  The  aircraft  will  file  for  overf- 
light through  the  [capital  of  Country  16]  FIR 
enroute  to  Tabriz  [from  Country  15].  Appro- 
priate arrangements  have  been  made  with  the 
proper  .  .  .  [Country  16]  air  control  personnel. 
Once  the  aircraft  have  been  launched,  their 
departure  will  be  confirmed  by  Ashghari  [a 
pseudonym  for  Ghorbanifar]  who  will  call  [the 
Second  Iranian  official]  who  will  call  [an 
Iranian  in  Damascus]  who  will  direct  [another 
Iranian  in  Beirut]  to  collect  the  five  rpt  five 
Amcits  [American  citizen  hostages]  from  Hiz- 
ballah and  deliver  them  to  the  U.S.  Embassy. 
There  is  also  the  possibility  that  they  will  hand 
over  the  French  hostage  who  is  very  ill. 

This  PROF  message  is  clear  evidence  that 
North  informed  Poindexter  in  detail  of  the 
HAWK  transaction — including  the  involve- 
ment of  Secord  and  the  replenishment  ar- 


rangements— well  in  advance  of  the 
shipment. 

North  Asks  the  CIA  for  Assistance 

Secord  and  the  European  businessman  were 
unable  to  budge  the  government  of  Country 
15.  With  only  hours  left  before  an  Israeli 
plane  carrying  80  HAWKs  was  to  depart  for 
the  capital  of  Country  15,  North  urgently 
sought  assistance  from  McFarlane,  the  CIA, 
and  the  State  Department.  North  called 
McFarlane  on  the  evening  of  November  21; 
they  discussed  whether  McFarlane  should 
call  Country  15's  Prime  Minister  or  Foreign 
Minister  in  the  morning. 

Informed  by  Secord  of  the  difficulties  in 
Country  15,  North  immediately  asked  CIA 
official  Duane  Clarridge  to  assist  in  obtaining 
clearances  for  the  plane  going  there.  Clar- 
ridge said  Secord  should  contact  the  CIA 
Chief  in  Country  15,  whose  name  North  then 
relayed  to  Secord.  At  the  same  time,  Clar- 
ridge sent  "flash"  cables  instructing  the  CIA 
Chief  in  Country  1 5  and  his  deputy  to  report 
immediately  to  the  office  for  a  "special  as- 
signment." 

The  next  morning,  November  22,  Secord, 
using  his  Copp  pseudonym,  called  the  CIA 
Chief  and  said  that  he  urgently  needed  clear- 
ance for  an  El  Al  charter  flight  scheduled  to 
leave  Tel  Aviv  in  20  minutes  and  fly  to  the 
capital  of  Country  15.  Secord  urged  the  CIA 
Chief  to  call  an  official  of  Country  1 5  and 
emphasize  the  urgency  of  obtaining  the 
clearance.  At  this  point,  the  CIA  Chief  sug- 
gested enlisting  the  help  of  the  Deputy  Chief 
of  Mission  at  the  U.S.  Embassy  in  Country 
15. 

North  secured  the  help  of  the  U.S.  Embassy  in 
Portugal  by  telling  a  false  story  to  Robert  B. 
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Oakley,  then  the  Director  of  the  Office  of 
Counterterrorism  and  Emergency  Planning  at 
the  State  Department.  He  said  he  had  learned 
by  accident  that  Israel  was  having  trouble  get- 
ting clearance;  "one  of  his  people"  buying  arms 
for  the  Contras  discovered  that  Israel  was  mov- 
ing a  shipment  of  arms  obtained  from  the  same 
source. 


Jumbo  Jet  Departs  for  Country  15 
Transit  Point 

Although  the  clearance  for  landing  in  Coun- 
try 1 5  had  not  been  authorized  on  the  morn- 
ing of  November  22,  the  El  Al  747  carrying 
the  80  HAWK  missiles  was  ordered  to  take 
off  for  that  country's  capital.  As  the  plane 
neared  its  "go — no  go  point,"  frantic  efforts 
were  underway  to  change  the  country's  gov- 
ernment's position.  Clarridge  cabled  the 
CIA  Chief  in  Country  1 5  and  ordered  him  to 
"pull  out  all  the  stops"  to  solve  the  problem. 
Secord  called  an  official  in  Country  15's  for- 
eign ministry,  who  said  that  the  government 
had  decided  to  withhold  permission  based 
upon  the  U.S.  Embassy's  previous  statement 
that  the  United  States  did  not  concur  in  the 
shipment.  Hoping  to  reverse  this  position, 
the  Deputy  Chief  of  Mission  made  hurried 
phone  calls  attempting  to  summon  the  Coun- 
try 15  Foreign  Minister  out  of  a  cabinet 
meeting;  and  Secord  told  the  CIA  Chief  that 
"McFarlane  was  being  pulled  out  of  [a] 
meeting  with  [the]  Pope"  to  call  the  Foreign 
Minister. 

All  these  efforts  were  in  vain.  By  early 
afternoon,  Secord,  who  was  in  radio  contact 
with  the  El  Al  plane,  telephoned  North  and 
informed  him  that  the  government  of  Coun- 
try 15  had  refused  permission.  He  said  the 
aircraft  had  been  ordered  back  to  Tel  Aviv. 


North  and  Clarridge  Bring  in  a  CIA 
Airline 

Due  to  the  delays,  the  El  Al  plane,  which  the 
Israelis  had  reserved  for  this  operation  for 
only  a  limited  time,  was  no  longer  available. 
Clarridge,  North,  and  Secord  scrambled  to 
find  other  ways  to  transport  the  HAWK  mis- 
siles to  Iran.  Within  hours,  Clarridge  met 
with  the  Chief  of  the  CIA's  air  branch  and 
told  him  "we  [have]  a  very  sensitive  mission 
in  the  Middle  East  and  we  need  a  747  aircraft 
right  away."  The  branch  chief  could  not  lo- 
cate such  a  large  aircraft  on  short  notice,  but 
suggested  that  a  CIA  airline  proprietary 
might  be  able  to  move  the  cargo.  At  4  p.m. 
on  November  22,  an  air  branch  official  called 
the  CIA  project  officer  for  the  proprietary, 
and  asked  whether  its  Boeing  707  cargo 
planes  were  available  to  move  80  pieces  of 
"sensitive  hi  priority  cargo"  from  Tel  Aviv 
to  the  capital  of  Country  15.  The  project 
officer  reported  that  at  least  one  of  the  airline 
proprietary's  planes  was  available. 

Clarridge's  actions  resulting  in  the  in- 
volvement of  the  air  proprietary  were  at 
North's  request  and  with  the  authority  of 
CIA  Associate  Deputy  Director  of  Opera- 
tions, Edward  Juchniewicz.  Juchniewicz 
spoke  with  both  Clarridge  and  North  on  No- 
vember 22,  and  told  them  he  had  no  objec- 
tion to  giving  Secord  the  commercial  name 
of  the  airline  proprietary  to  charter  the  nec- 
essary flights.  Over  the  next  48  hours,  Clar- 
ridge and  CIA  air  branch  personnel  closely 
managed  the  proprietary's  flight  activities  in 
support  of  this  covert  operation.  Before  the 
operation  was  over,  the  proprietary's  project 
officer  also  became  directly  involved  in  coor- 
dinating matters. 
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Schwimmer's  DC-8  Charter  Falls 
Through 

On  the  evening  of  November  22,  Schwimmer 
called  North  to  say  the  charter  of  the  DC-8s 
for  the  Country  15-to-Iran  leg  of  the  mission 
had  fallen  through.  In  a  PROF  note  to  Poin- 
dexter,  North  updated  the  situation  as  of 
7:00  P.M.: 

Unbelievable  as  it  may  seem,  I  have  just  talked 
to  Schwimmer,  in  TA  [Tel  Aviv,]  who  advises 
that  they  have  released  their  DC-8s  in  spite  of 
my  call  to  DK  [David  Kimche]  instructing 
that  they  be  put  on  hold  until  we  could  iron  out 
the  clearance  problem  in  [the  capital  of  Coun- 
try 15].  Schwimmer  released  them  to  save  $ 
and  now  does  not  think  that  they  can  be  re- 
chartered  before  Monday. 

Within  minutes  of  Schwimmer's  call, 
North  and  Secord  discussed  a  substitute 
method  of  transporting  the  missiles  from 
Country  15  to  Iran.  Secord  suggested  that 
the  European  businessman's  company  try  to 
find  some  planes.  North  wrote  to  Poindexter 
that  Secord  would  solve  the  problem  by  div- 
erting a  plane  from  the  Contra  operation  to 
the  Iran  operation: 

Advised  Copp  of  lack  of  p/u  [pick  up]  A/C 
[aircraft].  He  has  advised  that  we  can  use  one 
of  our  LAKE  Resources  A/C  which  was  at 
[the  capital  of  Country  15]  to  p/u  a  load  of 
ammo  for  UNO  [United  Nicaraguan  Opposi- 
tion]. He  will  have  the  a/c  repainted  tonight 
and  put  into  service  nit  [no  later  than]  noon  Sat 
so  that  we  can  at  least  get  this  thing  moving. 
So  help  me  I  have  never  seen  anything  so 
screwed  up  in  my  life.  Will  meet  with  Calero 
tonite  to  advise  that  the  ammo  will  be  several 
days  late  in  arriving.  Too  bad,  this  was  to  be 
our  first  direct  flight  to  the  resistance  field 


.  .  .  inside  Nicaragua.  The  ammo  was  already 
palletized  w/  parachutes  attached.  Maybe  we 
can  do  it  on  Weds,  or  Thurs. 

More  as  it  becomes  available.  One  hell  of  an 
operation. 

In  fact,  it  appears  that  Lake  Resources  had 
no  planes  at  this  time.  Nevertheless,  this 
PROF  note  reveals  that  North  was  begin- 
ning to  meld  the  two  operations  he  was  over- 
seeing and  to  recognize  that  the  Lake 
Resources  enterprise  could  operate  in  a  vari- 
ety of  settings. 


The  Oil-Drilling  Equipment  Cover 
Story 

During  the  planning  of  the  HAWK  missile 
shipment,  the  Israeli  and  American  partici- 
pants agreed  to  keep  the  true  nature  of  the 
operation  secret.  They  would  use  a  false 
"story  line"  that  the  cargo  to  Iran  was  oil- 
drilling  equipment.  Several  American  offi- 
cials who  knew  of  the  operation  were  advised 
of  this  cover  story  but  understood  that  it  was 
false  and  knew  that  the  cargo  was  missiles. 

At  the  time,  the  President  and  Regan 
knew  that  the  cargo  comprised  HAWK  mis- 
siles and  were  specifically  told  of  the  false 
story  before  the  shipment  was  made,  presum- 
ably by  McFarlane.  Regan  testified:  "I  recall 
that  that  was  to  have  been  a  cover  story  if 
discovered,  it  was  to  have  been  said  that 
these  were  oil-drilling  parts." 

North  claims  he  used  the  cover  story  when 
he  brought  Clarridge  and  Allen  into  the  ope- 
ration. As  he  later  testified,  "I  lied  to  the 
CIA  because  that  was  the  convention  that  we 
had  worked  out  with  the  Israelis,  that  no  one 
else  was  to  know."  Allen  testified  that  North 
"stated  emphatically"  that  the  cargo  was  oil- 


162 


drilling  equipment,  but  that  he  (Allen)  had 
"serious  doubts"  about  whether  this  was 
true. 

If  Clarridge  did  not  know  the  contents  of 
the  cargo  at  the  start,  he  soon  learned  it.  In 
Country  15,  late  in  the  morning  of  Novem- 
ber 23,  Secord  gave  the  CIA  Chief  a  full 
accounting  of  the  mission.  Their  meeting  oc- 
curred in  a  car  in  a  hotel  parking  lot.  Secord 
revealed  his  identity,  explained  he  was  for- 
mally associated  with  the  NSC,  and  specifi- 
cally told  the  officer  that  the  planned  flight 
would  contain  HAWK  missiles  being  sent  to 
Iran  in  exchange  for  hostages. 

The  CIA  Chief  testified  that  he  returned  to 
his  office  and  sent  two  cables  to  Clarridge 
through  the  "Eyes  Only"  privacy  channel  he 
was  using  on  the  HAWK  project.  The  first 
cable  contained  a  general  report,  mentioning 
the  discussion  with  Secord  but  not  setting 
forth  the  substance  of  the  conversation.  The 
second  cable  reported  that  the  flights  would 
contain  HAWK  missiles  sent  to  secure  the 
release  of  the  hostages.  The  Committees'  in- 
vestigation did  not  locate  this  cable.  But  the 
CIA  Chiefs  subsequent  testimony  about  its 
existence  was  corroborated  in  testimony  by 
the  CIA  Deputy  Chief  and  by  the  Deputy 
Chief  of  Mission — who  at  the  time  either 
read  the  cable  or  was  told  about  it  by  the 
CIA  Chief.  In  addition,  the  CIA  com- 
municator, who  transmitted  the  cable  from 
Country  15,  vividly  recalls  being  shocked 
when  he  read  the  message  and  learned  that 
the  United  States  was  sending  arms  to  Iran. 

Clarridge  received  additional  information 
that  revealed  that  the  cargo  was  HAWKs: 
North  testified  that  shortly  after  the  ship- 
ment occurred,  if  not  before,  he  had  told 
Clarridge  the  true  nature  of  the  cargo.  More- 
over, on  November  23,  Allen  showed  Clar- 
ridge  a   report   that,   according   to   Allen, 


would  cause  "one  [to]  think  that  this  initia- 
tive had  involved  arms  in  the  past."  Allen 
suspected  that  the  November  shipment  also 
involved  arms  and  "couldn't  help  but  believe 
that  [Clarridge]  suspected  that.  Particularly 
he  could  see  the  [report]  as  clearly  as  I,  and 
he  leafed  through  [its  contents]  ...  I  left  the 
folder  with  him  and  then  picked  it  up  later." 
After  the  shipment,  Clarridge  received  addi- 
tional information  that  made  clear  that  the 
cargo  was  missiles. 

Clarridge  insisted  in  testimony  before 
these  Committees  that  he  had  no  recollection 
of  having  learned  that  the  cargo  was  missiles 
prior  to  early  1986.  This  testimony  con- 
formed to  the  false  story  certain  Administra- 
tion officials  put  out  in  November  1986  when 
they  were  trying  to  conceal  the  advance 
knowledge  in  the  U.S.  Government  of  the 
shipment  of  HAWK  missiles. 

The  Committees  are  troubled  by  the  fact 
that  the  cable  informing  Clarridge  of  Se- 
cord's  detailed  account  of  the  operation,  and 
an  earlier  cable  Clarridge  sent  to  the  CIA 
Chief  at  the  outset  of  the  operation,  are  inex- 
plicably missing  from  an  otherwise  complete 
set  of  78  cables  sent  by  CIA  officials  during 
the  operation. 


Country  15  Routing  Is  Abandoned 

By  the  afternoon  of  November  23,  the  plan 
to  transship  the  missiles  through  Country  15 
was  abandoned.  The  previous  evening, 
McFarlane  had  called  the  country's  Foreign 
Minister  and  believed  he  had  received  a 
"green  light"  for  the  flights.  However,  the 
foreign  government  still  insisted  that  the 
United  States  provide  a  diplomatic  note  set- 
ting forth  the  nature  of  the  cargo  and  the 
shipping  route,  and  stating  that  the  release  of 
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American  hostages  was  the  purpose  of  the 
shipment.  The  foreign  government  wanted 
this  documentation  because  it  saw  the  opera- 
tion as  "so  directly  in  conflict  with  known 
U.S.  policy  and  [its  own]  policy."  Clarridge 
cabled  the  CIA  Chief  in  the  capital  of  Coun- 
try 15  that  in  light  of  the  diplomatic  message, 
"it  is  obvious  .  .  .  that  we  are  closing  down 
[the  Country  15]  aspect  of  this  operation." 

Meanwhile,  still  on  November  23,  Israeli 
military  personnel  began  to  load  the 
HAWKs  into  the  CIA  proprietary  airplane 
at  the  Tel  Aviv  airport.  If  they  had  not  al- 
ready been  told,  the  proprietary's  crew  sur- 
mised from  the  appearance  of  the  crates  that 
their  cargo  was  missiles  and  reported  this  to 
the  airline  manager. 

Later  that  day,  the  participants  decided  to 
move  the  shipment  directly  from  Tel  Aviv  to 
Iran,  without  transiting  a  third  country. 
Under  the  new  plan,  one  of  the  proprietary's 
planes  would  make  a  series  of  flights  to  move 
the  80  HAWKs.  After  dismissing  one  route, 
the  planners  selected  a  shorter — but  more 
dangerous — route  across  Country  16.  But 
obtaining  overflight  clearances  from  Coun- 
try 16  remained  a  problem,  so  Clarridge  once 
again  cabled  the  CIA  Chief  there.  Several 
hours  later,  the  CIA  Chief  replied  that  the 
Government  of  Country  1 6  was  supportive, 
but  needed  "some  idea  of  what  the  aircraft 
would  carry  as  presumably  they  would  not 
be  empty."  Late  that  night,  Clarridge  sent 
two  more  increasingly  urgent  cables  to  the 
CIA  Chief  in  Country  16.  In  conformity 
with  the  cover  story,  these  cables  told  the 
CIA  Chief  to  advise  the  government  of 
Country  16  that  "the  aircraft  are  carrying 
sophisticated  spare  parts  for  the  oil  industry" 
and  that  the  five  flights  would  be  spread  over 
a  number  of  days. 

North     and     Clarridge,     working     with 


Schwimmer,  continued  to  coordinate  the 
flight  activity  on  Sunday,  November  24.  At 
the  last  minute,  they  decided  that,  at  least  on 
the  first  sortie,  the  plane  should  land  at  a 
transit  point  in  another  country,  Country  17, 
to  disguise  the  fact  that  the  shipment  was 
moving  from  Israel  to  Iran.  While  this  deci- 
sion was  being  made,  the  CIA  Chief  in  Coun- 
try 16  informed  Clarridge  that  the 
government  there  had  approved  the  five 
overflights,  but  that  "incoming  flight  cannot 
come  directly  from  [Country  17]." 


CIA  Airline  Proprietary  Moves  the 
Missiles 

On  November  24,  the  CIA  proprietary  air- 
craft [St.  Lucia  Airways]  carrying  18 
HAWK  missiles  flew  from  Tel  Aviv  to  the 
transit  point  in  Country  17  [Cyprus].  Be- 
cause Schwimmer  had  sent  the  plane  without 
a  cargo  manifest,  the  pilot  lacked  the  docu- 
mentation required  by  customs  officials  at 
the  transit  point,  who  wanted  to  inspect  the 
cargo.  Simultaneously,  Schwimmer  and  the 
proprietary  manager,  along  with  North  and 
Clarridge,  frantically  discussed  how  to  solve 
this.  While  there  is  evidence  to  the  contrary, 
it  seems  the  pilot  simply  talked  his  way  out 
of  the  problem. 

After  getting  out  of  the  transit  point  in 
Country  17,  the  pilot  ran  into  trouble  while 
flying  over  Country  16  [Turkey].  According 
to  the  airline  manager's  report, 

nothing  was  prepared  for  overflight  in  [Coun- 
try 16]  and  [the  pilot]  had  again  to  talk  his  way 
through.  Since  they  [the  Country  16  ground 
controllers]  repeatedly  insisted  on  a  diplomatic 
clearance  number,  he  made  one  up  which  was 
not  accepted  after  long  negotiations  and  then 
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he  filibustered  one  hour  and  30  min  his  way 
through  [Country  16],  using  different  alti- 
tudes, positions  and  estimates  that  he  told 
[Country  16's]  Military  with  whom  he  was  ob- 
viously in  radio  contact  .  .  . 

However,  radar  realized  his  off-positions 
which  gave  additional  reason  for  arguments 
and  time  delays. 

Cables  the  next  day  from  the  CIA  Chief  in 
Country  16  to  Clarridge  suggested  several 
reasons  why  the  pilot  encountered  these  dif- 
ficulties. For  example,  the  destination  of  the 
plane  was  changed  at  the  last  minute  from 
Tabriz  to  Tehran,  which  "provoked  query" 
from  Country  16  because  it  did  not  square 
with  the  clearance  request.  Other  discrepan- 
cies caused  outright  anger: 

[An  official  of  Country  16  was]  quite  upset 
over  multiple  flight  plans  received,  fact  first 
flight  came  directly  from  [the  transit  point  in 
Country  17]  and  did  not  request  clearance 
beforehand  and  conflicting  stories  about 
plane's  cargo.  [The  CIA  Chief]  told  [the  offi- 
cial] it  was  oil  industry  spare  parts,  telex  from 
carrier  stated  medical  supplies  and  the  pilot 
told  ground  controllers  he  was  carrying  mili- 
tary equipment.  .  .  . 

Bottom  line  is  that  [the  government  of  Coun- 
try 16]  still  wants  to  assist  but  has  developed 
a  little  cynicism  about  our  interaction  with 
them  on  the  matter. 

Ironically,  the  pilot  reportedly  told  the  flight 
controllers  the  true  nature  of  the  cargo  even 
while  Clarridge  was  spreading  the  cover 
story  to  high  level  officials  of  Country  16. 

The  only  part  of  the  operation  that  went 
smoothly  was  the  flight  into  Tehran.  The 
Second  Iranian  Official  and  Ghorbanifar, 
who  were  in  Geneva,  passed  word  to  officials 


in  Tehran  to  prepare  to  receive  the  plane. 
The  plane  landed  in  Tehran  early  in  the 
morning. 


AFTERMATH  OF  THE  HAWK  FLIGHT 
The  Failure  Sinks  In 

On  November  25,  with  the  Americans  still 
entertaining  the  hope  that  one  or  more  hos- 
tages might  be  released,  senior  White  House 
and  CIA  officials  were  informed  about  the 
weekend's  activities.  Poindexter  told  the 
President  at  his  regular  9:30  a.m.  briefing 
that  a  shipment  of  arms  to  Iran  had  just 
taken  place. 

At  7  a.m.  that  morning  at  CIA  headquar- 
ters, Edward  Juchniewicz  told  McMahon 
that  Secord  and  "those  guys"  at  the  NSC  had 
"used  our  proprietary  to  send  over  some  oil 
supplies"  to  Iran.  McMahon's  reaction  was 
anger: 

I  said  goddam  it,  I  told  you  not  to  get  involved. 
And  he  [Juchniewicz]  said,  we're  not  involved. 
They  came  to  us  and  we  said  no.  And  they 
asked  if  we  knew  the  name  of  a  secure  airline 
and  we  gave  them  the  name  of  our  proprietary. 
I  said,  for  Christ's  sake,  we  can't  do  that  with- 
out a  Finding. 

McMahon  said  that  at  the  time  he  accepted 
Juchniewicz's  report  that  the  cargo  had  been 
oil-drilling  equipment:  "[M]y  focus  was  that 
we  had  done  something  wrong  .  .  .  and  I 
didn't  care  what  was  on  that  airplane." 
McMahon's  view  was  that  any  use  of  the 
CIA  airline  proprietary  at  the  direction  of 
CIA  but  without  a  Presidential  Finding  was 
illegal. 
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Shortly  after  talking  to  Juchniewicz, 
McMahon  went  to  Deputy  Director  for  Op- 
erations Clair  George's  office  where  several 
staffers  were  discussing  the  weekend's  activi- 
ties. McMahon  told  them  "that  they  weren't 
going  to  do  anything  more  until  we  got  a 
Finding." 

McMahon  also  moved  quickly  to  contact 
CIA  General  Counsel  Stanley  Sporkin  on  the 
matter  of  the  airline  proprietary's  activity. 
McMahon  testified  that  "during  the  day  I 
called  Sporkin  several  times  and  I  told  him 
that  I  wanted  a  Finding  and  I  wanted  it  re- 
troactive to  cover  that  flight."  Sporkin  re- 
called that  McMahon  simply  asked  him  to 
look  into  the  legal  aspects  of  the  activity,  but 
did  not  declare  that  a  Finding  was  necessary. 

Late  in  the  day,  two  officers  from  the  Op- 
erations Directorate,  an  air  branch  officer 
and  his  group  chief,  were  directed  to  brief 
Sporkin  on  the  proprietary's  flight. 

The  participants'  accounts  of  the  briefing 
of  Sporkin  differed  significantly.  The  air 
branch  subordinate  officer  said  that  the 
meeting  lasted  about  45  minutes  and  that  he 
and  his  superior  explained  to  the  lawyers 
that  the  airline  proprietary — acting  at  the  di- 
rection of  the  NSC  staff"  and  with  the  ap- 
proval of  Juchniewicz — had  moved  some 
cargo  from  Israel  to  Iran.  He  testified  that  as 
of  November  25,  he  knew  nothing  about  the 
cargo  other  than  its  weight  and  dimensions 
and  that  that  was  the  only  information  about 
the  cargo  that  was  discussed  at  the  briefing. 
He  recalled  that  the  lawyers  exhibited  no 
curiosity  about  the  nature  of  the  cargo  and 
that  there  was  no  mention  that  the  cargo  was 
either  oil-drilling  equipment  or  military 
equipment.  He  also  testified  that  nothing  was 
said  to  indicate  that  the  proprietary's  flight 
was  related  to  an  effort  to  free  hostages. 

The  CIA  group  chief  said  he  did  not  even 


know  of  the  activity  being  scrutinized  until 
that  morning.  He  stated  in  an  interview  that 
he  and  the  subordinate  explained  that  a  CIA 
proprietary  plane,  acting  in  a  strictly  com- 
mercial capacity,  had  carried  "commercial 
cargo"  into  Iran. 

Notwithstanding  these  divergent  accounts 
from  officials  of  the  Operations  Directorate, 
it  is  clear  that  the  briefers  told  Sporkin  that 
missiles  had  been  transported,  and  the  ship- 
ment was  part  of  an  effort  to  free  the  hos- 
tages. Sporkin  testified:  "What  they  told  me 
indicated  an  involvement  in  a  shipment  of 
arms  to  Iran."  Sporkin's  deputy,  Deitel, 
specifically  recalled  that  the  briefers  said  the 
cargo  was  missiles.  Sporkin  testified  that  the 
briefers  probably  specified  the  exact  type  of 
missiles  being  shipped. 

During  the  briefing,  Sporkin  tentatively 
concluded  that  a  covert  action  Finding  was 
necessary  to  authorize  the  previous  activity. 
He  stated  that  there  should  be  no  more 
flights  to  move  the  rest  of  the  cargo  in  Israel 
until  the  matter  could  be  looked  into  further. 

Sporkin  then  dictated  a  draft  Finding  that 
authorized  the  CIA  to  assist  in  "efforts  being 
made  by  private  parties"  to  obtain  the  release 
of  hostages  through  the  provision  of  "certain 
foreign  materiel  and  munitions"  to  the  Gov- 
ernment of  Iran.  In  its  entirety,  the  Finding 
stated: 

Finding  Pursuant  to  Section  662  of  The  Foreign 
Assistance  Act  of  1961,  As  Amended,  Concern- 
ing Operations  Undertaken  by  the  Central  In- 
telligence Agency  in  Foreign  Countries,  Other 
Than  Those  Intended  Solely  for  the  Purpose  of 
Intelligence  Collection. 

I  have  been  briefed  on  the  efforts  being  made 
by  private  parties  to  obtain  the  release  of 
Americans  held  hostage  in  the  Middle  East, 
and  hereby  find  that  the  following  operations 
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in  foreign  countries  (including  all  support  nec- 
essary to  such  operations)  are  important  to  the 
national  security  of  the  United  States.  Because 
of  the  extreme  sensitivity  of  these  operations, 
in  the  exercise  of  the  President's  constitutional 
authorities,  I  direct  the  Director  of  Central 
Intelligence  not  to  brief  the  Congress  of  the 
United  States,  as  provided  for  in  Section  501  of 
the  National  Security  Act  of  1947,  as 
amended,  until  such  time  as  I  may  direct  oth- 
erwise. 

SCOPE:  Hostage  Rescue— Middle  East 
DESCRIPTION 

The  provision  of  assistance  by  the  Central  In- 
telligence Agency  to  private  parties  in  their 
attempt  to  obtain  the  release  of  Americans 
held  hostage  in  the  Middle  East.  Such  assist- 
ance is  to  include  the  provision  of  transporta- 
tion, communications,  and  other  necessary 
support.  As  part  of  these  efforts  certain  foreign 
materiel  and  munitions  may  be  provided  to  the 
Government  of  Iran  which  is  taking  steps  to 
facilitate  the  release  of  the  American  hostages. 

All  prior  actions  taken  by  U.S.  Government 
officials  in  furtherance  of  this  effort  are  hereby 
ratified. 

The  draft  Finding  referred  to  no  objective  of 
opening  a  diplomatic  channel  with  Iran.  Yet, 
this  was  the  justification  for  the  arms  deals 
that  the  Administration  offered  after  they 
were  exposed  in  November  1986.  Rather,  the 
Finding  depicted  a  straight  swap  of  arms  for 
hostages. 

Sporkin  sent  the  proposed  Finding  to 
Casey  on  November  26.  That  morning,  Clair 
George  phoned  North  to  tell  him  that  Spor- 
kin had  determined  a  Finding  was  necessary. 
Later  that  day,  after  Casey  called  McFarlane 
and  Regan  "to  ascertain  that  indeed  this  had 
Presidential  approval  and  to  get  assurances 
that  a  Finding  would  be  so  signed,"  Casey, 


who  agreed  a  Finding  was  needed,  delivered 
the  text  to  Poindexter.  Poindexter  did  not 
immediately  present  it  to  the  President.  Over 
the  next  several  days,  Casey,  McMahon,  and 
George  made  repeated  inquiries  to  Poindex- 
ter and  other  "NSC  personnel"  and  "con- 
tinuously receive[d]  reassurances  of  the 
President's  intent  to  sign  the  Finding." 


The  President  Renews  His  Approval 

On  the  day  the  CIA  sent  the  proposed  Find- 
ing to  the  White  House,  November  26,  the 
President  authorized  continuing  the  arms- 
for-hostages  transaction. 


The  Iranians  Feel  Cheated 

After  midnight  on  November  26,  Allen 
learned  that  officials  in  Iran  were  upset  that 
the  wrong  model  of  HAWKs  had  been  deliv- 
ered. The  Iranians  also  complained  through 
Ghorbanifar  that  the  missiles  had  Israeli 
markings,  which  "the  Iranians  took  to  be  a 
provocation." 

On  November  25  or  26,  Ghorbanifar,  "on 
the  very  edge  of  hysteria,"  called  NSC  con- 
sultant Michael  Ledeen,  and  said  "the  most 
horrible  thing  had  happened.  .  .  .  [T]hese 
missiles  had  arrived  and  they  were  the  wrong 
missile."  Ghorbanifar  gave  Ledeen  an  urgent 
message  from  the  Prime  Minister  of  Iran  for 
President  Reagan:  "We  have  done  every- 
thing we  said  we  were  going  to  do,  and  you 
are  now  cheating  us,  and  you  must  act 
quickly  to  remedy  this  situation."  Ledeen 
conveyed  this  to  Poindexter. 

At  this  point,  North  dispatched  Secord  to 
Israel.  During  meetings  with  Kimche  and 
Schwimmer,   Secord   quickly   deduced   the 
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source  of  Iran's  displeasure:  according  to 
him,  Schwimmer  and  Nimrodi  had  promised 
Ghorbanifar  that  the  missiles  being  provided 
could  shoot  down  high-flying  Soviet  recon- 
naissance planes  and  Iraqi  bombers.  The  I- 
HAWK  missiles  that  were  provided,  like  all 
HAWKs,  had  no  such  capability.  The  Irani- 
ans were  insisting  that  "these  embarrassing 
missiles"  be  removed  from  Tehran. 


CONCLUSION 

The  shipment  of  HAWKs  to  Iran  was  bad 
policy,  badly  planned  and  badly  executed.  In 
contradiction  to  its  frequently  emphasized 
public  policy  concerning  the  Iran-Iraq  war 
and  nations  that  support  terrorism,  the 
United  States  had  approved  the  sale  of  arms 
to  Iran.  The  United  States  had  agreed  to  a 
sequential  release  of  hostages  following  suc- 
cessive deliveries  of  weapons;  thereafter,  this 
departure  from  policy  became  the  norm. 
This  precedent,  established  in  November 
1985,  gave  the  Iranians  reason  to  believe  that 
the  United  States  would  retreat  in  the  future 


from  its  demand  for  the  release  of  hostages 
prior  to  any  weapons  shipments. 

The  planning  and  execution  of  the  opera- 
tion were  also  flawed.  By  the  time  the  U.S. 
Government  became  directly  involved,  offi- 
cial disclaimers  by  unwitting  State  Depart- 
ment officials  had  already  complicated  the 
foreign  relations  aspect  of  the  project.  And 
the  mission  itself  jeopardized  the  security  of 
the  CIA  airline  proprietary's  operation. 

Finally,  the  cover  story  that  was  used  by 
certain  NSC  and  CIA  officials  in  November 
1986  was  first  employed  in  November  1985 
for  purposes  of  operational  security.  The 
President,  Secretary  Shultz,  McFarlane, 
Poindexter,  North,  and  various  CIA  offi- 
cials, however,  were  fully  aware  in  Novem- 
ber 1985  that  Israel  was  shipping  HAWKs  to 
Iran — not  oil-drilling  equipment — with  U.S. 
approval  and  assistance  to  obtain  the  release 
of  the  American  hostages. 

A  chapter  footnote  says  that  crew  members 
aboard  the  CIA  proprietary  company,  St.  Lucia 
Airways,  were  not  supposed  to  know  they  were 
shipping  weapons.  But  they  did  and  joked  that 
"we  should  be  firing  them  at  Iran  rather  than 
flying  them  into  Iran." 
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CHAPTER  1 1 


Clearing  Hurdles: 

The  President  Approves 

a  New  Plan 


The  difficulties  with  the  November  1985 
HAWK  shipment  and  the  failure  to  secure 
the  release  of  more  hostages  did  not  end  the 
arms-to-Iran  initiative.  Having  already  trav- 
eled down  the  path  of  bargaining  for  the 
hostages'  lives,  the  President  and  his  NSC 
staff  were  reluctant  to  turn  back.  North 
quickly  began  to  plan  another  arms  deal, 
and  the  President  signed  the  Finding  that 
Stanley  Sporkin  prepared  immediately  after 
the  HAWK  shipment.  North  claimed  re- 
peatedly in  December  that  reversing  course 
would  cause  the  radical  captors  to  kill  the 
hostages. 

North  had  another  motivation  for  con- 
tinuing the  arms  deals.  As  he  explained  to 
Israeli  officials  in  early  December,  he  wanted 
to  divert  profits  to  benefit  the  Contras  he  was 
supporting  in  Nicaragua. 

In  December  1985  and  January  1986,  the 
Secretaries  of  State  and  Defense  argued  ag- 
gressively to  the  President  against  trying  to 
trade  arms  for  hostages.  Among  other 
things,  they  asserted  that  this  initiative  was 
illegal  and  contrary  to  longstanding  U.S. 
public  policy  against  providing  arms  to 
terrorist  states  and  bargaining  with  terror- 
ists. 


Secretary  Weinberger  and  Secretary 
Shultz'  arguments,  together  with  a  first-hand 
assessment  by  McFarlane  that  the  Iranian 
intermediary  was  the  "most  despicable  man" 
he  had  ever  encountered,  caused  the  ini- 
tiative to  lose  momentum  in  December. 
However,  in  early  January  the  Israelis  ap- 
proached Poindexter — who  had  replaced 
McFarlane  as  National  Security  Adviser — 
with  a  new  plan  that  Poindexter  and  North 
quickly  embraced.  The  President  decided  to 
go  forward.  He  signed  an  expanded  Finding 
and  directed  that  the  covert  activity  not  be 
reported  to  Congress. 

Unlike  the  1985  transactions,  the  Presi- 
dent decided  that  the  weapons  for  Iran 
would  now  come  directly  from  U.S.  stocks. 
The  NSC  staff  took  charge  of  the  initiative, 
relegating  the  Israelis  to  a  secondary  role. 
Secord  was  designated  as  the  agent  of  the 
U.S.  Government  in  the  future  transactions. 
This  created  the  opportunity  to  generate 
profits  on  the  arms  sales  that  the  Enterprise 
could  use  for  its  other  covert  projects — in- 
cluding support  of  the  Contras. 
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THE  PLAYERS  CHANGE 

John  Poindexter — soon  to  be  elevated  to  Na- 
tional Security  Adviser — and  Oliver  North 
met  on  November  27,  1985,  to  devise  a  new 
plan.  Poindexter  directed  North  to  have 
Richard  Secord  or  Israeli  official  David 
Kimche  deliver  a  message  to  soothe  the 
Iranians'  feeling  of  having  been  cheated  be- 
cause the  HAWKs  delivered  three  days  ear- 
lier did  not  meet  their  expectation.  North 
and  Poindexter  also  discussed  a  "change  of 
team"  on  the  operation.  North's  notes  of  the 
meeting  indicate  that  the  United  States  was 
prepared  to  deliver  120  items  (probably  a 
new  version  of  HAWKs)  in  exchange  for  all 
the  hostages  after  the  first  delivery  and  a 
commitment  by  Iran  of  no  future  terrorism. 

The  change  in  team  included  removing 
Michael  Ledeen,  the  NSC  terrorism  consul- 
tant, as  an  intermediary.  When  Ledeen  gave 
Poindexter  the  message  that  the  Iranians  felt 
cheated,  Poindexter  told  him,  "We're  going 
to  take  you  off  this  thing  for  awhile  because 
we  need  somebody  with  more  technical  ex- 
pertise." This  was  the  last  time  Ledeen  spoke 
to  Poindexter  on  the  Iran  initiative,  "since 
from  the  time  [Poindexter]  became  National 
Security  Adviser,  [Ledeen]  was  unable  to  get 
an  appointment  with  him." 

In  late  November,  Secord,  Iranian  go-be- 
tween Ghorbanifar,  Kimche,  and  Israeli 
arms  dealers  Al  Schwimmer  and  Yaacov 
Nimrodi  met  in  Paris.  According  to  notes 
North  took  when  Secord  briefed  him  on 
the  meeting,  Ghorbanifar  was  "angry," 
apparently  because  the  Iranians  wanted 
"something  to  deal  w[ith]  Soviet  Recon[nai- 
sance]" — such  as  Phoenix  or  Harpoon  mis- 
siles— rather  than  the  HAWKs  that  were 
delivered.  Ghorbanifar  advanced  a  set  of 
proposals  that   "blatantly"   called  for  the 


swapping  of  arms  for  hostages.  The  first  pro- 
posal, as  later  related  to  North  by  Secord, 
provided  for  a  phased  exchange  of  3200 
TOW  missiles  for  hostages: 

600  TOWs  =  1  release 

H  +  6  hrs  later  =  2000  TOWs  =  3  release 

H  +  23  hrs  =  600  TOWs  =  1  release 

The  other  options  were  variations  in 
which  other  armaments — such  as  Maverick 
air-to-surface  missiles,  Dragon  surface-to- 
surface  missiles,  Improved-HAWK  missiles, 
spares  for  F-4  air  planes,  ground  artillery, 
and  bombs — would  be  substituted  for  some 
or  all  of  the  TOWs.  Ghorbanifar's  proposal 
also  contemplated  arms  deliveries  beyond 
the  initial  swap.  The  Paris  group  agreed  to 
meet  with  U.S.  representatives  in  London  on 
December  6  to  pursue  these  proposals. 

North  began  looking  for  new  ways  to  move  weap- 
ons and  met  with  Assistant  Secretary  of  Defense 
Richard  L.  Armitage,  who  asked  another  Penta- 
gon official  to  research  the  matter.  The  resulting 
memo  said  there  was  no  way  to  transfer  Ameri- 
can weapons  to  Iran,  either  through  Israel  or 
directly,  without  informing  Congress  under  the 
Arms  Export  Control  Act.  Armitage  briefed 
Weinberger  on  this  before  the  December  7, 1985, 
showdown  among  senior  officials  on  the  Iran 
issue. 


North  Lays  Out  a  Plan 

On  December  4,  North  wrote  a  PROF  mes- 
sage to  Poindexter  setting  out  the  current 
situation  and  proposing  a  new  arms-for-hos- 
tages  transaction.  He  described  the  "extraor- 
dinary distrust"  the  Iranians  developed 
because  Schwimmer  and  Ledeen  had  pro- 
mised that  the  missiles  shipped  in  November 
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could  fly  high  enough  to  stop  Soviet  recon- 
naissance flights.  He  said,  "None  of  us  [Kim- 
che,  Meron,  Secord]  have  any  illusions  about 
the  cast  of  characters  we  are  dealing  with  on 
the  other  side.  They  are  a  primitive,  unso- 
phisticated group  who  are  extraordinarily 
distrustful  of  the  West  in  general  and  the 
Israelis/U.S.  in  particular." 

While  acknowledging  "a  high  degree  of 
risk"  in  continuing  the  operation,  North  em- 
phasized, "we  are  now  so  far  down  the  road 
that  stopping  what  has  been  started  could 
have  even  more  serious  repercussions."  He 
exhorted  Poindexter  to  press  on  in  a  way  that 
suggested  the  United  States  was  already  sub- 
ject to  Iranian  extortion: 

If  we  do  not  at  least  make  one  more  try  at  this 
point,  we  stand  a  good  chance  of  condemning 
some  or  all  [of  the  hostages]  to  death  and  a 
renewed  wave  of  Islamic  Jihad  terrorism. 
While  the  risks  of  proceeding  are  significant, 
the  risks  of  not  trying  one  last  time  are  even 
greater. 

North  outlined  the  proposal  slated  for  the 
upcoming  meeting  in  London.  He  said  the 
"package"  would  comprise  deliveries  from 
Israel  of  "50  I  HAWKs  w/PIP  (product  im- 
provement package)  and  3300  basic  TOWs" 
and  reported  that  the  Iranians  had  already 
deposited  $41  million  to  pay  for  these  items 
and  that  this  sum  was  "now  under  our  con- 
trol." The  schedule  that  North  laid  out  made 
plain  that  this  would  be  an  unadulterated 
swap  of  arms  for  hostages: 

H-hr:  1  707  w/300  TOWs  =  1  AMCIT 

H  +  lOhrs:  1  707  (same  A/C)  w/300  TOWs 

=  1  AMCIT 

H    +    16hrs:   1   747  w/50  HAWKs  &  400 

TOWS  =  2  AMCITs 


H  +  20hrs:  1  707  w/300  TOWs  -  1  AMCIT 
H  +  24hrs:  1  747  w/2000  TOWs  =  French 
Hostage 

As  it  had  been  previously,  the  schedule  was 
set  up  so  that  the  Americans  had  to  deliver 
weapons  before  the  Iranians  would  produce 
any  hostages. 

The  following  day,  North  put  the  proposal 
into  an  unsigned,  unaddressed  memoran- 
dum. This  memorandum  made  clear  that  all 
3*300  TOWs  and  all  50  Improved  HAWK 
missiles  would  come  from  Israel's  "preposi- 
tioned  war  reserve."  North's  memorandum 
proposed  not  only  that  Congress  not  be  noti- 
fied about  the  operation  and  replenishment, 
but  also  that  there  be  a  cover  story  to  explain 
why  Israel  needed  to  buy  weapons: 

The  Israelis  have  identified  a  means  of  trans- 
ferring the  Iranian  provided  funds  to  an  Israeli 
Defense  Force  (IDF)  account,  which  will  be 
used  for  purchasing  items  not  necessarily  cov- 
ered by  FMS.  They  will  have  to  purchase  the 
replenishment  items  from  the  U.S.  in  FMS 
transaction  from  U.S.  stocks.  Both  the  number 
of  weapons  and  the  size  of  the  cash  transfer 
could  draw  attention.  If  a  single  transaction  is 
more  than  $14.9  M,  we  would  normally  have 
to  notify  Congress.  The  Israelis  are  prepared  to 
justify  the  large  quantity  and  urgency  based  on 
damage  caused  to  the  equipment  in  storage. 

Although  the  Finding  CIA  Counsel  Stanley 
Sporkin  drafted  in  November  contemplated 
delayed  Congressional  notification,  North's 
proposal  represented  an  entirely  different  ap- 
proach: structuring  the  transaction  so  as  to 
evade  Congressional  reporting  altogether. 

As  North  was  putting  together  his  plan  for 
a  new  arms-for-hostages  deal,  the  CIA  stood 
by  to  provide  support  for  more  flights  into 
Iran.  In  the  days  after  the  HAWK  shipment, 
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Clarridge  and  CIA  stations  in  Countries  16 
and  18  exchanged  numerous  cables  relating 
to  clearances  for  anticipated  flights  from  Is- 
rael to  Iran  transiting  at  Country  18  and 
overflying  Country  16.  On  November  27, 
Clarridge  told  the  stations  that  the  "opera- 
tion is  still  on  but  we  have  encountered 
delays"  and  that  "whatever  was  supposed  to 
happen  after  the  first  sortie  did  not  happen 
and  we  are  regrouping."  On  December  3,  he 
reported  to  them:  "We  are  still  regrouping. 
Key  meetings  of  principals  will  take  place 
this  weekend  with  earliest  possible  aircraft 
deployments  sometime  mid  to  late  week  of 
December  8."  Clarridge  left  the  United 
States  on  other  business  in  early  December. 
However,  before  leaving  he  told  his  deputy  to 
expect  another  flight  to  Iran  on  a  project 
being  run  by  the  NSC  for  which  the  CIA 
would  be  asked  to  obtain  clearances.  (For  an 
organizational  chart  of  the  CIA  in  1985,  see 
Figure  11-1.) 


THE  PRESIDENT  SIGNS  A  FINDING 

McFarlane  returned  to  his  office  on  Decem- 
ber 3  for  the  first  time  after  the  Geneva  sum- 
mit. He  had  already  told  the  President  of  his 
decision  to  resign,  and  he  tendered  his  resig- 
nation the  following  day.  On  December  3 
and  4,  McFarlane  had  several  lengthy  meet- 
ings with  Poindexter.  However,  he  does  not 
recall  any  discussion  of  the  status  of  the  cov- 
ert action  Finding — which  CIA  Director 
William  Casey  had  delivered  to  Poindexter 
with  a  recommendation  that  the  President 
sign  it  and  about  which  McMahon  had  been 
anxiously  pestering  Poindexter  for  days. 

On  December  5,  in  one  of  his  first  acts  as 
National  Security  Adviser,  Poindexter  pre- 


sented the  Finding  to  the  President  at  his 
daily  national  security  briefing.  The  Presi- 
dent signed  it.  Poindexter's  notes  of  his  daily 
briefing  of  the  President  refer  to  the  Finding. 
Chief  of  Staff  Donald  Regan  was  present  at 
this  briefing,  but  testified  that  he  has  no  rec- 
ollection of  the  Finding  or  the  President's 
signing  it: 

I  have  racked  my  brains  since  I've  read  about 
it  in  the  press,  that  you  have  had  testimony  to 
that  effect.  I've  checked  with  my  members  of 
the  staff,  the  White  House  staff  who  were 
working  with  me  at  the  time,  as  to  whether 
they  remember  it.  No  one  can  remember  see- 
ing that  document. 

Poindexter  testified  that  he  was  never 
happy  with  the  Finding  because  it  failed  to 
mention  any  objectives  other  than  trading 
arms  for  hostages.  He  said  he  submitted  it  to 
the  President  without  the  staffing  and  review 
that  normally  accompanies  a  Finding.  In 
fact,  other  than  Casey  and  McMahon — who 
both  urged  that  the  Finding  be  signed — 
Poindexter  did  not  recall  discussing  it  with 
anyone  else. 

The  original  of  the  signed  Finding  was 
kept  in  Paul  Thompson's  safe  at  the  NSC. 
Contrary  to  normal  practice,  the  CIA  and 
other  agencies  were  not  given  a  copy.  Indeed, 
no  copies  were  made.  McMahon  said  that  he 
knew  of  no  other  occasion  when  this  oc- 
curred. 

When  the  Iran  initiative  was  unraveling 
almost  a  year  later,  Poindexter  destroyed  this 
Finding.  He  believed  that  if  the  Finding 
came  to  light  it  would  cause  "significant  po- 
litical embarrassment"  to  the  President  be- 
cause it  would  reinforce  the  emerging  picture 
that  the  United  States  had  traded  arms  for 
hostages.  In  addition,  the  Finding  was  evi- 
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dence  of  the  Administration's  contempo- 
raneous knowledge  of  the  HAWK  shipment, 
a  fact  that  Poindexter,  Casey,  North,  and 
others  sought  to  conceal  in  November  1986. 


Poindexter  Briefs  Shultz 

The  same  day  the  President  signed  the  Find- 
ing, Poindexter  briefed  Secretary  of  State 
George  Shultz  by  telephone  on  the  status  of 
the  Iran  initiative.  The  briefing — Shultz's 
first  from  Poindexter  on  the  subject — was 
not  complete:  Poindexter  did  not  even  men- 
tion the  Finding.  Not  knowing  he  was  hear- 
ing only  part  of  the  story,  Shultz  commented 
at  the  time  to  an  aide,  "he  [Poindexter]  told 
me  more  than  I  had  known  before  of  what 
went  on  in  the  latter  half  of  1985  and  I  felt 
this  was  a  good  thing  and  we  were  off  to  a 
good  start."  Shultz  told  Poindexter  that  the 
Iran  initiative  was  a  "very  bad  idea"  and  that 
"[w]e  are  signaling  to  Iran  that  they  can  kid- 
nap people  for  profit." 


North  Raises  Contra  Diversion  with 
Israelis 

On  the  day  after  the  President  signed  the 
Finding,  December  6,  North  remarked  dur- 
ing a  meeting  with  Israeli  officials  that  the 
United  States  wanted  to  use  profits  from  the 
upcoming  arms  sale  to  Iran  to  fund  U.S.  ac- 
tivity in  Nicaragua.  The  meeting,  which  was 
held  in  New  York,  concerned  replenishment 
of  Israeli  TOWs.  One  of  the  Israeli  officials 
made  handwritten  notes  of  this  meeting  on 
December  12,  1985.  According  to  these 
notes,  the  Israelis  were  told  by  North  that 
not  only  did  the  United  States  have  no  bud- 


get to  pay  for  the  504  TOW  missiles  (and 
planned  on  the  Israeli  Government's  receiv- 
ing this  money  from  the  Israeli  intermediar- 
ies), but  that  in  the  future  the  United  States 
wanted  to  generate  profits  from  this  transac- 
tion in  order  to  finance  part  of  its  activity  in 
Nicaragua.  According  to  the  Israeli  Histori- 
cal Chronology,  North  had  a  position  paper 
with  him  at  the  meeting  that  he  said  was  to 
be  presented  to  the  President  at  a  meeting  the 
following  day. 

North  testified  that  he  recalled  no  such 
conversation,  though  he  could  not  rule  it  out: 

My  recollection  was  that  the  first  time  it  [the 
diversion]  was  specifically  addressed  was  dur- 
ing a  [later]  meeting  with  Ghorbanifar.  It  may 
well  have  come  up  before,  but  I  don't  recall  it. 

North  testified  that  his  "clearest  recollec- 
tion" was  that  the  notion  of  using  the  residu- 
als for  the  Contras  was  first  suggested  by 
Ghorbanifar  in  January  1986. 

North  flew  from  New  York  to  London  on 
December  6  and  met  with  Secord,  Ghorbani- 
far, Kimche,  Schwimmer,  and  Nimrodi  to 
discuss  the  50-HAWK,  3,300-TOW  pro- 
posal that  North  had  previously  presented  to 
Poindexter.  Ghorbanifar  acknowledged  that 
the  Iranians  were  having  increasing  difficulty 
maintaining  control  over  the  Hizballah  cap- 
tors and  pressed  vigorously  for  a  quick 
renewal  of  arms  shipments. 


The  President  and  His  Advisers 
Review  the  Initiative 

While  North  was  moving  full-steam  ahead  in 
the  negotiations,  the  President  and  his  top 
national     security    advisers    debated    the 
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Iranian  initiative  at  an  informal  meeting  on 
the  morning  of  Saturday,  December  7,  in  the 
White  House  residence.  Present  were  the 
President,  Secretaries  Shultz  and  Wein- 
berger, McMahon  (sitting  in  for  Casey,  who 
was  out  of  town),  McFarlane,  Poindexter, 
and  Regan. 

Secretary  Shultz,  Secretary  Weinberger, 
and  Regan  all  voiced  strong  opposition  to  the 
initiative.  Secretary  Shultz  advanced  multi- 
ple policy  reasons  for  not  pursuing  it.  His 
"talking  points"  for  the  session  stated  that 
the  initiative  would  "negate  the  whole  pol- 
icy" of  not  making  "deals  with  terrorists"; 
that  he  doubted  it  would  buy  the  United 
States  influence  with  moderates  in  Iran;  that 
it  would  undoubtedly  become  public  and 
"badly  shake[]"  moderate  Arabs  when  they 
learned  that  the  United  States  was  "breaking 
our  commitment  to  them  and  helping  the 
radicals  in  Tehran  fight  their  fellow  Arab 
Iraq";  and  that  U.S.  allies  would  be 
"shocked  if  they  knew  we  were  helping  Iran 
in  spite  of  our  protestations  to  the  contrary." 

Secretary  Weinberger  also  forcefully 
voiced  opposition,  including  on  legal 
grounds.  He  said  the  proposed  arms  deal 
would  violate  both  the  U.S.  embargo  against 
the  shipment  of  arms  to  Iran  and  the  restric- 
tions on  third-country  transfers  of  U.S. -pro- 
vided arms  in  the  Arms  Export  Control  Act. 
He  later  testified:  "[T]here  was  no  way  in 
which  this  kind  of  a  transfer  could  be  made 
if  that  particular  Act  governed." 

The  President,  along  with  McFarlane  and 
Poindexter,  spoke  in  favor  of  continuing  the 
initiative.  According  to  Secretary  Shultz: 

The  President,  I  felt,  was  somewhat  on  the 
fence  but  rather  annoyed  at  me  and  Secretary 
Weinberger  because  I  felt  that  he  sort  of — he 


was  very  concerned  about  the  hostages,  as 
well  as  very  much  interested  in  the  Iran  Ini- 
tiative. 

Secretary  Shultz  testified  that  the  President 
was  "fully  engaged"  in  the  conversation  and 
frustrated  with  the  situation. 

In  response  to  Weinberger's  legal  objec- 
tions, Shultz  recalls  that  the  President  re- 
sponded: "  'Well,  the  American  people  will 
never  forgive  me  if  I  fail  to  get  these  hostages 
out  over  this  legal  question,'  or  something 
like  that."  Weinberger  replied:  "  '[B]ut  visit- 
ing hours  are  Thursday',  or  some  such  state- 
ment." 

The  participants  left  the  meeting  with  dif- 
ferent views  about  whether  the  initiative 
would  proceed.  According  to  Poindexter,  the 
President  wanted  to  pursue  every  means  of 
trying  to  get  the  hostages  back.  But  McFar- 
lane recalled  that  the  President,  with  disap- 
pointment and  frustration,  approved  the 
position  of  no  more  arms  sales  to  Iran,  at 
least  pending  the  London  meeting. 

Despite  varying  impressions  of  the  meet- 
ing, the  President  directed  McFarlane  to  go 
to  London  to  meet  with  Ghorbanifar  and 
others.  Poindexter  testified  that  the  purpose 
was  to  "check  out"  the  Israeli  channel  to 
Iran  so  that  the  President  could  have  first- 
hand information  on  which  to  base  a  deci- 
sion. McFarlane  testified  that  his  purpose 
was  to  stress  to  Ghorbanifar  that  the  United 
States  was  open  to  political  discourse  with 
Iran  but  no  arms  sales.  But  there  is  evidence 
of  a  more  specific  purpose:  McFarlane  was  to 
try  to  talk  Ghorbanifar  into  arranging  a  re- 
lease of  the  hostages  outside  the  framework 
of  an  arms  deal,  or  at  least  before  any  more 
arms  deliveries. 
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MCFARLANE  MEETS  GHORBANIFAR 
IN  LONDON 

On  December  8,  McFarlane  joined  Kimche, 
Secord,  North,  Nimrodi,  and  Ghorbanifar  in 
London.  McFarlane  presented  an  agenda 
that  focused  on  a  political  opening  with  Iran 
and  on  areas  of  possible  common  interests 
between  the  United  States  and  Iran.  In  con- 
trast, Ghorbanifar  wanted  to  talk  only  about 
specified  numbers  of  TOW  missiles  for  each 
hostage.  Ghorbanifar  explained  that  the 
Iranians  were  very  angry  over  receiving  the 
wrong  kind  of  HAWK  missiles.  McFarlane 
responded:  "[G]o  pound  sand,  that  is  too 
bad."  McFarlane  was  "revolted"  by  the  bar- 
gaining and  found  Ghorbanifar  to  be  a  "bor- 
derline moron." 

North  was  unhappy  with  McFarlane's 
negative  reaction  and  that  day  wrote  an 
"eyes  only"  memorandum  to  McFarlane  and 
Poindexter  entitled  "Next  Steps."  In  it, 
North  reviewed  options  that  he  saw  as  neces- 
sary "[i]f  we  are  to  prevent  the  death  or  more 
of  the  hostages  in  the  near  future."  After 
reviewing  the  problems  of  Ghorbanifar's  un- 
trustworthiness,  Schwimmer's  arrangement 
of  previous  deals  that  angered  the  Iranians 
and  left  Israel  with  inadequate  funds  for  re- 
plenishment, and  the  United  States'  "lack  of 
operational  control  over  transactions  with 
Ghorbanifar,"  North  initially  set  out  four 
options:  the  arms-for-hostage  swap  discussed 
in  London,  an  Israeli  delivery  of  400  to  500 
TOWs  to  Iran  to  restore  "good  faith,"  a  mili- 
tary raid,  and  "do  nothing."  North  sum- 
marily rejected  the  "do  nothing"  approach. 

North  testified  that  Casey  shared  his  view 
that  terminating  the  negotiations  would  lead 
to  the  death  of  the  hostages. 

At  the  end  of  the  memo,  North  described 
a  "fifth  option":  the  United  States  would  di- 


rectly sell  arms  to  Iran,  acting  pursuant  to  a 
Presidential  Finding  and  using  Secord  as  an 
operational  "conduit."  The  Iran  initiative 
was  restructured  over  the  next  few  weeks  to 
closely  resemble  this  "fifth  option."  More- 
over, using  the  Enterprise  as  a  conduit  for 
the  arms  sales  proceeds  facilitated  the  diver- 
sion of  funds  to  the  Contras  that  North  had 
mentioned  to  the  Israelis  only  a  few  days 
earlier. 

McFarlane  Briefs  the  President  on 
the  London  Meeting 

On  December  10,  McFarlane  briefed  the 
President  on  the  London  meeting.  Also  pre- 
sent were  Casey,  Poindexter,  North,  and 
Regan.  McFarlane  emphasized  that  Ghor- 
banifar lacked  integrity  and  that  the  initia- 
tive was  unlikely  to  bear  fruit  if  he  remained 
the  channel  to  the  Iranians.  At  the  same 
time,  McFarlane  or  North  said  that  aban- 
doning the  initiative  would  risk  the  lives  of 
the  hostages.  The  President  seemed  in- 
fluenced by  this  concern. 

No  decision  was  reached  about  the  future 
of  the  initiative,  and  again  there  were  differ- 
ing perceptions  about  what  would  happen. 
The  President  continued  to  hope  that  its  con- 
tinuation might  lead  to  freedom  for  the  hos- 
tages. McFarlane  recalled  that  the  President 
asked, 

[W]hy  couldn't  we  continue  to  let  Israel  man- 
age this  program,  and  was  expressing  and 
searching  for,  I  think  understandably,  ways  to 
keep  alive  the  hope  for  getting  the  hostages 
back,  and  it  is  quite  true  that  the  President  was 
profoundly  concerned  for  the  hostages. 

Casey  left  the  meeting  with  "the  idea  that  the 
President  had  not  entirely  given  up  on  en- 
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couraging  the  Israelis  to  carry  on  with  the 
Iranians." 


I  suspect  he  would  be  willing  to  run  the  risk 
and  take  the  heat  in  the  future  if  this  will  lead 
to  springing  the  hostages.  It  appears  that  Bud 
[McFarlane]  has  the  action. 


The  CIA  Evaluates  Ghorbanifar 

Ledeen,  with  North's  approval,  aggressively 
urged  the  CIA  to  establish  an  intelligence 
relationship  with  Ghorbanifar.  In  early  De- 
cember, Ledeen  met  with  the  CIA's  Duane 
Clarridge  and  Charles  Allen.  He  told  Allen 
the  history  of  the  Iran  initiative,  including 
the  HAWK  missile  debacle.  He  then  ex- 
plained why  he  believed  Ghorbanifar  had 
contacts  that  could  help  the  CIA  gain  in- 
sights into  the  Iranian  regime  and  assist  its 
counterterrorism  efforts.  Ledeen  said  Ghor- 
banifar was  "a  good  fellow  who  is  a  lot  of 
fun"  and  "praised  [him]  to  the  hilt."*  Allen 
passed  the  information  to  the  CIA's  Near 
East  Division  for  evaluation. 

After  meeting  with  Ghorbanifar  in  mid- 
December  in  Switzerland,  Ledeen  met  with 
Casey  on  December  19  and  repeated  his  ar- 
guments for  dealing  with  the  Iranian.  Casey 
reacted  favorably  but  indicated  a  need  to 
clear  up  the  controversy  over  Ghorbanifar's 
poor  record  with  the  CIA. 

Casey  called  Deputy  Director  for  Opera- 
tions Clair  George  and  instructed  him  to  ar- 
range a  new  evaluation  of  Ghorbanifar.  On 
December  22,  the  Chief  of  the  Iran  branch  at 


*At  this  time,  Ledeen  also  outlined  Ghorbanifar's  proposal 
for  an  anti-Libyan  "sting"  operation  in  which  the  assassina- 
tion of  a  leading  opponent  of  Qadhafi  would  be  staged  and 
later  revealed  to  be  faked. 


the  CIA  interviewed  Ghorbanifar  at  Le- 
deen's  home.  The  Chief  of  the  Iran  branch 
reported  to  his  CIA  superiors  that  he  was 
"only  further  convinced  of  the  untruthful- 
ness or  lack  of  trust  that  we  could  put  in  Mr. 
Ghorbanifar."  They  decided  that  Ghorbani- 
far should  be  given  a  polygraph  test,  and 
Ghorbanifar  agreed.  After  hearing  the  brief- 
ing on  Ghorbanifar,  Casey  sent  the  President 
an  "eyes  only"  letter  stating  that  one  of  the 
ongoing  initiatives  to  free  the  hostages  was  a 
plan  involving  Ghorbanifar.  Casey  wrote  of 
Ghorbanifar:  "He  has  3  or  4  scenarios  he 
would  like  to  play  out." 

The  decision  to  consider  continued  reli- 
ance on  Ghorbanifar  was  remarkable.  Previ- 
ously, Agency  officials  had  found  his 
information  so  marked  by  deceit,  lies,  and 
self-serving  proclamations  that  it  had  issued 
a  "burn  notice"  warning  the  U.S.  intelligence 
community  that  he  could  not  be  trusted  and 
should  not  be  dealt  with.  Moreover,  the  in- 
formation Ghorbanifar  was  providing  was 
almost  impossible  to  corroborate.  He  alone 
was  explaining  the  Iranian  position  on  the 
hostage  issue.  The  last  deal  he  had  helped 
arrange,  the  November  HAWK  shipment, 
had  been  a  complete  disaster. 


ACCELERATION  OF  THE  INITIATIVE: 
JANUARY  1986 

In  mid-December,  1985,  Amiram  Nir,  ad- 
viser to  the  Prime  Minister  of  Israel,  became 
involved  in  the  Iran  operation;  he  later  be- 
came the  liaison  to  the  Americans  and  Ghor- 
banifar. 


177 


Nir  Comes  to  Washington 

On  January  2,  1986,  Nir  flew  to  Washington 
to  meet  with  Poindexter  and  North  at  the 
request  of  Prime  Minister  Peres.  In  an  open- 
ing meeting  with  North  in  a  hotel,  Nir  said 
that  he  had  an  idea  about  how  to  improve  the 
progress  of  the  Iranian  operation.  Nir  met 
later  that  morning  with  Poindexter,  North, 
and  Don  Fortier,  Poindexter's  deputy,  and 
laid  out  his  plan.  The  central  features  of  the 
proposal  were  recorded  by  Poindexter  in  his 
notes:  the  Israelis  would  ship  to  Iran  4,000 
"unimproved  TOWs";  after  the  delivery  of 
the  first  500,  all  five  American  hostages 
would  be  released;  simultaneously  the  South- 
ern Lebanon  Army  would  release  "20-30 
Hizballah  prisoners  who  don't  have  blood  on 
their  hands."  If  the  American  hostages  were 
released,  Israel  would  ship  to  Iran  the  other 
3,500  TOWs  and  Iran  would  "confirm"  its 
agreement  for  "no  more  hostages  [and]  ter- 
ror." Under  the  plan,  the  United  States 
would  replace  the  TOWs  only  if  the  hostages 
were  released.  If  the  hostages  were  not 
released,  replenishment  was  not  required  and 
Israel  would  have  lost  500  TOWs.  If  they 
were  freed,  then  the  United  States  would  re- 
place the  4,000  TOWs,  plus  the  500  TOWs 
the  Israelis  had  shipped  in  1985. 


Nir  and  North  Discuss  Use  of 
Residuals 

Nir's  proposal  included  another  feature:  gen- 
erating profits  that  could  be  diverted  to  other 
covert  projects.  This  was  not  a  new  concept: 
Nir  and  North  had  talked  generally  about 
joint  covert  operations  in  November,  and 
North  had  told  other  Israelis  in  December 
that  the  United  States  wanted  to  use  profits 


from  the  arms  sale  under  discussion  at  that 
time  to  finance  U.S.  activities  in  Nicaragua. 


A  New  Finding  Is  Prepared 

Poindexter  realized  from  the  start  that  if  the 
United  States  embraced  the  Nir  proposal  for 
revitalizing  the  Iranian  initiative,  a  new  cov- 
ert action  Finding  would  be  essential.  In 
notes  that  he  wrote  on  a  flight  to  join  the 
President  in  California  immediately  after  the 
January  2  meeting  he  jotted:  "Covert  Find- 
ing— already  pregnant  for  500."  Poindexter 
testified  that  the  "500"  was  a  reference  to  the 
TOWs  that  Israel  had  already  shipped  to 
Iran  with  U.S.  approval  but  without  a  Find- 
ing. 

A  first  draft  of  the  new  Finding,  prepared 
by  a  CIA  staff  lawyer  who  was  told  nothing 
of  the  November  Finding,  did  not  mention 
the  objective  of  gaining  the  release  of  Ameri- 
can hostages.  It  did  authorize  shipment  of 
arms  to  Iran.  This  draft  included  the  stan- 
dard provision  calling  for  the  Director  of 
Central  Intelligence  to  report  the  activity  to 
the  Intelligence  Committees  of  Congress. 

On  January  3,  Sporkin  edited  the  draft 
Finding,  making  several  significant  changes. 
First,  he  put  the  provision  calling  for  Con- 
gressional notification  in  brackets,  and  above 
it  inserted  new  language  directing  that  the 
Director  instead  "refrain  from  reporting 
.  .  .  until  I  [the  President]  otherwise  direct." 
Sporkin  made  this  change  to  present 
squarely  to  the  President  the  alternatives  on 
notification.  Sporkin  also  changed  the  de- 
scription section  of  the  Finding.  He  appar- 
ently sent  this  draft  to  North  during  the  day 
on  January  3.  The  draft  contained  no  refer- 
ences to  hostages. 

The  next  day,  North  drafted  a  cover  mem- 
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orandum  for  Poindexter  to  send  to  the  Presi- 
dent with  the  Finding.  North  wrote  that  Nir 
had  proposed  a  plan  "by  which  the  U.S.  and 
Israel  can  act  in  concert  to  bring  about  a 
more  moderate  government  in  Iran."  He  said 
that  under  the  plan,  this  goal  was  to  be 
achieved  by  providing  "military  materiel,  ex- 
pertise and  intelligence"  to  "Western-ori- 
ented Iranian  factions."  Providing  such 
items  to  moderates  would  enable  them  to 
come  to  power  by  "demonstrating]  their 
credibility  in  defending  Iran  against  Iraq 
and  in  deterring  Soviet  intervention,"  North 
said. 

North's  draft  cover  memorandum  de- 
scribed the  role  to  be  played  by  the  United 
States  under  the  plan: 

As  described  by  the  Prime  Minister's  emissary 
[Nir],  the  only  requirement  the  Israelis  have  is 
an  assurance  that  they  will  be  allowed  to  pur- 
chase U.S.  replenishments  for  the  stocks  that 
they  sell  to  Iran.  Since  the  Israeli  sales  are 
technically  a  violation  of  our  Arms  Export 
Control  Act  embargo  for  Iran,  a  Presidential 
Covert  Action  Finding  is  required  in  order  for 
us  to  allow  the  Israeli  sales  to  proceed  and  for 
our  subsequent  replenishment  sales. 

North's  memorandum  thus  makes  plain  that 
he  understood  that,  without  a  Finding,  the 
sale  of  U.S. -made  weapons  by  Israel  to  Iran 
would  violate  the  Arms  Export  Control 
Act. 

On  Monday,  January  6,  North  hand-car- 
ried the  draft  Finding  and  cover  memoran- 
dum to  Attorney  General  Meese  for  his 
review.  Jensen  testified  that  North  pre- 
sented the  papers  for  "informational"  pur- 
poses only,  and  that  the  Attorney  General 
was  not  asked  for,  and  did  not  offer,  any 
opinion. 


The  President  and  Advisers 
Consider  the  New  Proposal 

At  the  morning  national  security  briefing  on 
January  6,  Poindexter  told  the  President  of 
the  Nir  proposal.  The  Vice  President,  Regan, 
and  Don  Fortier  were  also  present.  The  Pres- 
ident "indicated]  he  was  in  general  agree- 
ment" with  the  proposal  and  decided  there 
would  be  a  full  NSC  meeting  the  following 
day  on  the  proposal  and  the  Finding.  Poin- 
dexter presented  the  President  with  the  Janu- 
ary 6  draft  of  the  Finding  at  this  briefing. 
Poindexter  did  not  intend  that  it  be  signed  at 
this  point  because  it  had  not  yet  been  "fully 
staffed"  and  discussed  among  the  President's 
national  security  advisers.  But  the  President, 
not  realizing  that  the  Finding  was  only  a 
proposal  for  discussion,  read  it  and  signed  it, 
reflecting  his  agreement. 

At  the  full  NSC  meeting  on  January  7 
were  the  President,  the  Vice  President, 
Secretaries  Shultz  and  Weinberger,  Attorney 
General  Meese,  Casey,  Poindexter,  and 
Regan.  While  Secretaries  Weinberger  and 
Shultz  continued  to  object  strenuously,  all 
others  favored  the  plan  or  were  neutral.  Sec- 
retary Weinberger,  who  said  he  had  no  ad- 
vance knowledge  about  the  subject,  found  it 
to  be  "very  much  a  re-run"  of  the  December 
meeting,  except  that  now  the  President  de- 
cided to  go  forward  with  the  plan.  There  is 
no  record  that  the  Vice  President  expressed 
any  views. 

At  the  meeting,  Attorney  General  Meese 
provided  a  legal  opinion  that  the  arms  sales 
could  be  done  legally  with  Israel  making  the 
sales  and  the  United  States  replenishing  Is- 
rael's stocks.  Secretary  Weinberger  again  ob- 
jected that  the  proposed  transaction  would 
violate  the  Arms  Export  Control  Act;  the 
Attorney  General  responded  that  there  were 
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mechanisms  outside  the  AECA  through 
which  the  operation  could  proceed  legally, 
including  "the  President's  inherent  powers 
as  Commander  in  Chief,  the  President's  abil- 
ity to  conduct  foreign  policy.  .  .  ."  Meese 
referred  to  a  1981  written  legal  opinion  by 
Attorney  General  William  French  Smith 
stating  that  the  CIA  could  legally  sell  to 
third  countries  weapons  obtained  from  the 
Defense  Department  under  the  Economy 
Act.  On  this  authority,  he  "concurred  with 
the  view  of  Director  Casey  that  it  would  be 
legal  for  the  President  to  authorize  arms 
transfers  pursuant  to  the  National  Security 
Act." 


North  Proceeds  with  Plans  for 
Replenishment 

That  day,  North  called  Nir  in  Israel  and  said 
that  the  United  States  was  prepared  to  pro- 
ceed with  Nir's  plan,  subject  to  certain  con- 
ditions. North  said  that  both  the  President 
and  Secretary  Weinberger  had  agreed  to  the 
plan.  North  gave  Nir  this  encoded  message: 

1.  Joshua  [President  Reagan]  has  approved 
proceeding  as  we  had  hoped. 

2.  Joshua  and  Samuel  [Secretary  Weinberger] 
have  also  agreed  on  method  one  [replenish- 
ment by  sale,  as  opposed  to  "method  two," 
replenishment  by  prepositioning]. 

3.  Following  additional  conditions  apply  to  Al- 
bert [Code  name  for  operation?]. 

A.  Resupply  should  be  as  routine  as  possible 
to  prevent  disclosure  on  our  side.  May  take 
longer  than  two  months.  However,  Albert  says 
if  crisis  arises  Joshua  promises  that  we  will 
deliver  all  required  by  Galaxie  [apparently  C 
5A  cargo  plane]  in  less  than  eighteen  hours. 
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B.  Joshua  also  wants  both  your  govt  and 
ours  to  stay  with  no  comment  if  operation  is 
disclosed. 

4.  If  these  conditions  are  acceptable  to  the  Ba- 
nana [Israel]  th[e]n  Oranges  [U.S.]  are  ready  to 
proceed. 

Neither  of  the  "additional  conditions"  pro- 
posed by  the  U.S.  side  dealt  with  the  sub- 
stance of  the  operation.  North's  notes  reflect 
that  the  purpose  for  "routine"  resupply 
spread  over  a  period  of  months  was  to  enable 
the  purchases  by  Israel  to  be  broken  "into 
lots  of  less  than  Congressional]  limit"  and  to 
avoid  "raising  eyebrows."  The  "no  com- 
ment" proposal  would  enable  the  United 
States — even  after  the  operation  was  publicly 
exposed — to  avoid  acknowledging  its  central 
role. 

Nir  and  North  also  discussed  terms  for 
replenishment  sales.  By  this  time,  the  Chief 
of  the  Israeli  Procurement  Mission  in  New 
York  and  Noel  Koch,  Principal  Deputy  As- 
sistant Secretary  of  Defense  for  International 
Security  Affairs,  had  been  designated  as  the 
Israeli  and  American  contacts  for  hammer- 
ing out  the  details. 

Israeli  officials  continued  to  negotiate  with 
American  officials  over  how  much  they  would  pay 
to  buy  replacements  for  the  missiles  shipped  in 
1985.  Meanwhile,  a  Pentagon  official  suggested 
that  one  way  to  avoid  problems  with  the  Arms 
Export  Control  Act  was  to  "go  black"  and  use  the 
CIA.  Under  this  plan,  the  Pentagon  would  sell 
arms  to  the  Agency,  which  would  transfer  them 
to  Iran. 


Ghorbanifar  Fails  Polygraph 

Ghorbanifar  returned  to  Washington  in  Jan- 
uary for  his  new  polygraph.  The  examination 


was  conducted  at  the  CIA  on  January  1 1  and 
lasted  five  hours.  The  CIA  polygraph  opera- 
tor concluded  that  Ghorbanifar  lied  on  1 3  of 
15  items  on  which  he  was  questioned.  Ac- 
cording to  George,  "The  only  questions  he 
passed  were  his  name  and  his  nationality." 

After  the  test,  a  CIA  officer  reported  in  a 
memorandum  to  Casey,  McMahon,  and 
Clair  George:  "Ghorbanifar  is  a  fabricator 
who  has  deliberately  deceived  the  U.S.  Gov- 
ernment concerning  his  information  and  ac- 
tivities. It  is  recommended  that  the  Agency 
have  no  dealing  whatsoever  with  Ghorbani- 
far." Afterwards,  Ghorbanifar  showed  up  at 
Ledeen's  house  "furious"  and  "hurting"  be- 
cause the  questioning  was  more  expansive 
than  he  had  expected  and  because  he  claimed 
to  be  physically  injured  by  the  examination 
techniques. 

The  following  day,  the  Chief  of  the  CIA's 
Iran  branch  briefed  George  and  the  Chief  of 
the  Near  East  Division  (C/NE)  on  the  nega- 
tive results.  They  instructed  him  to  have  no 
further  contact  with  Ghorbanifar  or  Ledeen. 
George  viewed  the  polygraph  results  as  con- 
firming his  view  of  Ghorbanifar  and  declared 
to  Casey  that  the  Operations  Directorate 
would  have  nothing  more  to  do  with  the 
Iranian.  He  told  North  of  this  decision  on 
January  13.  A  few  days  later,  the  Operations 
Directorate  disseminated  a  notice  saying  the 
CIA  would  do  no  more  business  with  Ghor- 
banifar. 

Ghorbanifar's  polygraph  failure,  however, 
did  nothing  to  squelch  his  relationship  with 
Casey  and  the  NSC  staff.  Indeed,  North — 
who  "wanted"  Ghorbanifar  to  pass — had 
braced  himself  for  a  negative  result.  He  told 
Ledeen  beforehand  that  the  CIA  would 
make  sure  Ghorbanifar  flunked  because  they 
did  not  want  to  work  with  him.  Casey,  not- 
withstanding Clair  George's  advice  to  termi- 


nate the  Ghorbanifar  relationship,  found  a 
way  to  deal  with  Ghorbanifar  outside  the 
normal  Operations  Directorate  headed  by 
George.  Casey  ordered  Charles  Allen,  who 
was  the  CIA's  senior  antiterrorism  analyst, 
to  meet  with  Ghorbanifar  "to  determine  and 
make  a  record  of  all  the  information  that  he 
possessed  on  terrorism,  especially  that  relat- 
ing to  Iranian  terrorism — just  take  another 
look  at  this  individual."  In  George's  view, 
Allen  virtually  became  the  case  officer  for 
Ghorbanifar.  To  George,  there  could  not 
have  been  a  "better  mismatch"  between 
Allen — who  had  no  experience  managing  an 
agent — and  Ghorbanifar — who  was  espe- 
cially "complex"  and  difficult  to  control. 

Allen  spent  five  hours  with  Ghorbanifar  at 
Ledeen's  home  on  January  13  "to  assess  Sub- 
ject's access  to  Iranian  Government  leaders" 
and  to  obtain  information  from  him  on  ter- 
rorists. During  this  session,  Ghorbanifar  told 
Allen  that  funds  generated  through  the  pro- 
jects he  was  discussing  could  be  used  for 
"Ollie's  boys  in  Central  America."  Allen  re- 
corded this  remark  in  his  handwritten  notes 
of  the  meeting  as  "can  fund  Contras."  He  did 
not,  however,  refer  to  it  in  his  memorandum 
to  Casey  and  others  on  the  session.  He  later 
explained  that  at  the  time  he  did  not  "con- 
sider it  important  or  even  relevant  to  my 
particular  mission,"  that  he  did  not  discuss 
it  with  anyone  else,  and  that  he  "promptly 
forgot  it." 

On  January  14,  Allen  briefed  Casey  on  his 
session  with  Ghorbanifar.  He  told  Casey  that 
Ghorbanifar  was  "very  hard  to  pin  down," 
"very  flamboyant,"  "very  clever,  cunning." 
Indeed,  Allen  called  him  a  "con  man,"  to 
which  Casey  jokingly  responded:  "Maybe 
this  is  a  con  man's  con  man  then."  For  the 
moment,  Allen  said,  he  was  given  no  further 
assignment  concerning  Ghorbanifar. 
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Restructuring  the  Deal 

In  mid- January,  the  plan  for  the  operation 
was  restructured  in  two  significant  respects. 
First,  weapons  to  be  shipped  to  Iran  would 
come  from  U.S. — not  Israeli — stocks.  Sec- 
ond, at  the  direction  of  Poindexter,  Casey, 
and  North,  Richard  Secord  was  brought  into 
the  operation  as  a  "commercial  cut-out":  a 
conduit  for  the  money  to  be  paid  by  Iran  to 
the  United  States  for  the  missiles.  This  latter 
change  enabled  the  "diversion"  of  funds  to 
support  the  Contras,  which  had  already 
begun  in  November  with  the  use  of  a  part  of 
the  Israelis'  $1  million  deposit  to  Lake  Re- 
sources, to  continue  in  a  more  direct  manner. 

After  some  discussion,  Administration  officials 
decided  to  use  Secord  for  the  operation. 

On  January  14,  Casey  told  North,  according 
to  North's  notes,  that  "Secord  Op  [is]  O.K." 

North  met  with  Poindexter  that  evening. 
They  discussed  inserting  Secord  into  the 
transaction  as  an  "agent  for  the  CIA.  .  .  ." 
Under  this  arrangement,  the  Iranians  would 
receive  missiles  from  Israeli  stocks;  and  Se- 
cord, acting  as  an  agent  for  the  CIA,  would 
simultaneously  buy  basic  TOW  missiles  from 
DOD  and  sell  and  ship  them  to  Israel  as 
replacements.  The  CIA  would  not  actively 
participate  in  the  operation.  Poindexter  di- 
rected North  to  discuss  this  approach  with 
Casey.  This  plan  called  for  the  private 
North/Secord  enterprise  in  lieu  of  the  CIA. 
The  CIA  would  have  a  role  in  name  only. 
The  Economy  Act  authorized  intergovern- 
mental transfers  of  weapons,  but  would  not 
permit  DOD  to  sell  directly  to  Secord  unless 
he  were  designated  an  "agent"  of  the  CIA. 

The  barrier  to  the  plan  was  Secretary 
Weinberger.  Although  Casey  was  on  board, 


Secretary  Weinberger  continued  to  raise  ob- 
jections both  to  the  plan  and  to  Secord's  in- 
volvement. 

North  met  with  Sporkin  to  discuss  Se- 
cord's role.  Sporkin  interrupted  this  meeting 
to  telephone  one  of  his  staff  lawyers,  George 
Clarke,  to  discuss  whether  there  would  be 
any  "problems  or  reporting  requirements" 
with  the  North/Poindexter  proposal  to  use 
Secord  as  an  "agent"  of  the  CIA  but  to  oth- 
erwise leave  the  CIA  out  of  the  operation. 
Sporkin  recalled  an  "argument  with  one  of 
my  people"  about  whether  there  was  a  way 
to  structure  the  transaction  without  the 
CIA's  getting  involved.  "The  answer  was  no 
way." 

After  this  meeting,  Sporkin  prepared  a 
paper  for  Casey.  He  advised  that  the  "pre- 
ferred way  to  handle  the  proposal"  was  for 
the  CIA  to  take  control  of  the  materiel 
through  an  Economy  Act  transfer  from 
DOD  before  it  was  moved  to  the  Middle 
East.  Sporkin  wrote  that  he  could  find  no 
precedent  for  the  purchase  of  materiel  from 
DOD  by  someone  acting  as  a  CIA  "agent," 
where  the  CIA  had  no  other  role  in  the  trans- 
action. 

One  of  Sporkin's  main  concerns  was  the 
question  of  notifying  Congress: 


The  key  issue  in  this  entire  matter  revolves 
around  whether  or  not  there  will  be  reports 
made  to  Congress.  Each  of  the  Acts  in- 
volved— the  Foreign  Assistance  Act,  the  Arms 
Export  Control  Act,  and  indeed  the  National 
Security  Act  as  amended — have  certain  re- 
porting provisions  in  them.  While  the  National 
Security  Act  provides  for  a  certain  limited  re- 
porting procedure,  it  is  my  view  that  there  may 
be  other  ways  of  making  a  suitable  report  by 
exercise  of  the  President's  constitutional 
prerogatives. 
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One  such  possibility  would  be  not  to  report  the 
activity  until  after  it  has  been  successfully  con- 
cluded and  to  brief  only  the  chairman  and 
ranking  minority  members  of  the  two  Over- 
sight Committees.  This  would  maximize  the 
security  of  the  mission  and  reduce  the  possibil- 
ity of  its  premature  disclosure. 

Later  that  afternoon,  North  spoke  again  with 
Sporkin,  who  urged  that  the  "final  proposal" 
be  "run  by"  the  Attorney  General. 

That  same  afternoon,  Poindexter  con- 
vened in  his  office  a  meeting  of  senior 
administration  officials  to  discuss  the  struc- 
turing of  the  transaction,  the  continuing  ob- 
jections of  Secretary  Weinberger,  and  the 
proposed  Finding.  Present  were  Secretary 
Weinberger,  Casey,  Attorney  General 
Meese,  Sporkin,  and  possibly  North.  The  At- 
torney General  said  Israel  should  not  ship 
weapons  out  of  its  stocks  and  recommended 
that  the  United  States  instead  sell  directly  to 
the  Iranians.  Restructuring  the  operation  in 
this  way,  he  explained,  would  avoid  the  res- 
trictions of  the  Arms  Export  Control  Act, 
including  Congressional  reporting  require- 
ments. 

Sporkin  recalled  that  no  decision  was 
made  at  the  meeting  and  that  Secretary 
Weinberger  wanted  additional  time  to  exam- 
ine the  revised  structure  of  the  plan: 

[A]s  we  were  breaking  up,  the  Secretary  of 
Defense  said  that  I  want  to  review  all  this.  I 
want  to  have  my  lawyers  look  at  it  and  to  see 
if  that  analysis  is  correct.  And  so  the  meeting 
broke  up  without  there  being  any  decision 
made. 

The  next  day,  I  received  a  call  from  the  Direc- 
tor— I  think  it  was  the  next  day — in  which  he 
said  that  he  received  a  call  from  the — from  the 
Secretary  of  Defense,  who  said  that  his  people 


have  looked  it  over  and  they  agree  with  the 
analysis  and  they  have  signed  off  on  the  pro- 
ject. 

Secretary  Weinberger  was  unable  to  recall, 
or  find  anyone  at  the  Defense  Department 
who  had  performed,  any  such  legal  review. 


President  Signs  a  New  Finding 

Poindexter  now  arranged  to  get  the  Presi- 
dent to  sign  the  Finding.  At  the  January  17, 
1986  national  security  briefing  attended  by 
the  President,  the  Vice  President,  Regan, 
Poindexter,  and  Fortier,  Poindexter  dis- 
cussed the  plans  and  referred  to  a  new  cover 
memorandum.  The  President  did  not  read 
the  memorandum,  but  he  signed  the  Finding. 
To  indicate  the  President's  decision,  Poin- 
dexter wrote  "RR  per  JMP"  on  the  approval 
line  of  the  memorandum.  At  the  bottom  of 
the  memorandum,  he  also  wrote:  "President 
was  briefed  verbally  from  this  paper.  VP, 
Don  Regan  and  Don  Fortier  were  present." 

The  January  17  Finding  was  almost  identi- 
cal to  the  draft  Finding  presented  to  the 
President  on  January  6.  The  only  change  was 
the  insertion  of  the  words  "third  parties"  in 
the  list  of  entities  to  be  assisted  by  the  CIA. 
The  Committees  have  received  from  NSC 
files  a  copy  of  the  January  6  version  of  the 
Finding  that  bears  Sporkin's  handwritten  in- 
sertion of  this  phrase.  Sporkin  testified  that 
this  change  was  made  merely  to  make  the 
first  paragraph  of  the  Finding  symmetrical 
with  the  second,  which  already  contained  a 
reference  to  "third  parties."  He  said  that  the 
term  did  not  refer  to  Secord  but  to  Ghorbani- 
far  and  other  Iranian  intermediaries. 

The  cover  memorandum,  which  North 
prepared  and  Poindexter  signed,  contained 
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the  same  summary  of  the  Nir  proposal  that 
North  had  included  in  his  January  4  draft 
cover  memorandum.  However,  the  new 
memorandum  stated  that  for  legal  reasons 
the  operation  should  not  be  conducted  as  Nir 
proposed  and  should  instead  proceed  with 
sales  of  arms  from  the  CIA  through  an  agent 
directly  to  Iran.  Following  the  advice  Attor- 
ney General  Meese  had  provided  the  previ- 
ous day,  the  memorandum  stated: 

We  have  researched  the  legal  problems  of  Is- 
rael's selling  U.S.  manufactured  arms  to  Iran. 
Because  of  the  requirement  in  U.S.  law  for 
recipients  of  U.S.  arms  to  notify  the  U.S.  gov- 
ernment of  transfers  to  third  countries,  I  do 
not  recommend  that  you  agree  with  the  spe- 
cific details  of  the  Israeli  plan. 

The  memorandum  outlined  the  new  plan  to 
make  direct  sales  from  the  CIA  to  Iran 
through  Secord,  who  was  identified  only  as 
"an  authorized  agent." 

As  was  the  case  with  North's  earlier  draft, 
the  cover  memorandum  to  the  President 
from  Poindexter  stated  that  "[t]he  Israelis 
are  very  concerned  [about]  Iran's  deteriorat- 
ing position  in  the  war  with  Iraq"  and  "be- 
lieve it  is  essential  that  [Israel]  act  to  at  least 
preserve  a  balance  of  power  in  the  region." 
In  fact,  Secretaries  Weinberger  and  Shultz 
and  Deputy  Director  McMahon  all  subse- 
quently testified  that  this  assessment  of  the 
state  of  the  Iran-Iraq  conflict  was  contrary  to 
U.S.  intelligence  estimates. 

Defense  Secretary  Weinberger  testified  to 
the  Committees  that  he  was  unaware  that  a 
Finding  had  been  signed.  However,  he  re- 
called that  around  January  18,  Poindexter 
told  him  the  President  had  decided  to  sell 


4,000  TOW  missiles  to  Iran  and  instructed 
him  to  make  the  missiles  available. 

Secretary  of  State  Shultz  testified  he  was 
unaware  even  of  the  Presidential  decision  to 
sell  the  weapons.  He  recalled  a  luncheon 
with  the  President's  other  top  advisers  on 
January  17,  during  which  he  expressed  oppo- 
sition to  what  he  thought  was  still  an  unap- 
proved plan  to  sell  weapons  to  Iran. 

According  to  the  Tower  Board,  in  his 
diary  entry  for  January  17,  1986,  the  Presi- 
dent wrote:  "I  agreed  to  sell  TOWs  to  Iran." 


CONCLUSION 

With  the  signing  of  the  Finding,  the  Ad- 
ministration was  embarked  on  an  arms-for- 
hostages  initiative  with  Iran  in  which  the 
United  States — not  Israel — would  play  the 
lead  role.  The  President  set  this  course  over 
the  continued  objections  of  his  Secretaries  of 
Defense  and  State,  and  notwithstanding  the 
CIA's  renewed  determination  that  the 
Iranian  intermediary,  Ghorbanifar,  could 
not  be  trusted. 

In  a  change  from  the  1985  arms  deals, 
Poindexter,  Casey,  and  North  had  struc- 
tured the  transactions  planned  for  1986  in  a 
manner  that  would  leave  the  United  States 
in  possession  and  control  of  the  large 
"residuals"  that  would  flow  from  the  sales. 
Secord  and  the  Lake  Resources  Enterprise 
were  established  as  a  conduit  for  the  money 
paid  for  the  missiles  by  Iran.  North  and  Nir 
had  several  ideas  about  how  these  profits 
would  be  used.  Foremost  in  North's  mind 
was  the  potential  for  diversions  to  the  Con- 
tra effort. 
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CHAPTER  12 


Arms  Sales  to  Iran: 
The  United  States 
Takes  Control 


The  President's  decision  to  sign  the  Finding 
on  Friday,  January  17,  1986,  marked  the  be- 
ginning of  U.S.  control  over  the  Iran  arms 
sales  initiative.  In  November  1985,  the 
United  States  had  acted  as  a  necessary  and 
supporting  player  to  the  Israeli  plan  to  ship 
weapons;  the  January  17  Finding  established 
that  weapons  from  U.S.  stocks  would  be 
transported  and  sold  under  U.S.  control. 

The  Finding  also  brought  the  Central  In- 
telligence Agency  (CIA)  into  the  initiative  in 
a  more  substantial  way  than  it  had  been  in 
the  prior  shipment.  Yet  despite  the  Finding, 
the  CIA  would  continue  to  play  only  a  sup- 
porting role  to  the  National  Security  Council 
(NSC)-sponsored  initiative.  While  providing 
logistic  and  technical  support — and  a  mech- 
anism for  getting  the  weapons  from  the  De- 
partment of  Defense  (DOD)  under  the 
Economy  Act — the  CIA  deferred  to  the 
NSC  staff  in  evaluating  the  reliability  of  the 
intermediaries  and  the  likelihood  of  success 
of  the  initiative. 

Over  the  next  few  months,  negotiations 
among  the  Iranian  representatives,  the  inter- 
mediary, and  the  American  officials  con- 
tinued. The  pattern  established  in  the  1985 
sales    would    continue.    In    February,    the 


United  States  sold  1,000  TOW  missiles  to 
Iran  and  no  hostages  were  released.  Instead, 
the  Iranians  insisted  on  the  sale  of  HAWK 
spare  parts  and  the  United  States  agreed. 

Although  the  arms  sales  were  a  failure  in 
achieving  the  goals  set  forth  in  the  Finding, 
they  were  successful  in  another  way.  The 
Iranians  were  willing  to  pay  substantially 
more  for  the  military  goods  than  they  cost, 
and  part  of  the  excess  filled  the  bank  account 
of  the  Enterprise.  As  North  testified,  the  pos- 
sibility of  using  these  profits  to  aid  the  Con- 
tras  provided  additional  incentive  to  pursue 
the  Iranian  initiative. 


THE  FINDING  IS  IMPLEMENTED 

On  January  18,  CIA  General  Counsel  Stan- 
ley Sporkin,  CIA  Deputy  Director  for  Oper- 
ations Clair  George,  and  the  CIA  Deputy 
Chief  of  the  Near  East  Division  (DC/NE) 
met  in  the  White  House  Situation  Room 
with  National  Security  Adviser  John  Poin- 
dexter,  Oliver  North,  and  Richard  Secord  to 
define  the  Agency's  responsibilities.  Poin- 
dexter  and  North  told  the  CIA  representa- 
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tives  that  the  Finding  had  been  signed  and 
discussed  with  them  the  CIA's  role  in  the 
arms  sales  initiative.  The  CIA's  "point 
man,"  DC/NE,  was  to  arrange  for  the 
Agency  to  acquire  4,000  TOW  missiles  from 
the  DOD  for  sale  to  Iran.  He  was  also  in- 
structed to  establish  a  CIA  account  through 
which  funds  could  be  delivered  to  the  De- 
partment of  Defense  for  purchase  of  the  mis- 
siles. Although  the  Finding  was  directed  to 
the  CIA,  the  Agency's  responsibilities  as  out- 
lined at  the  meeting  put  it  in  a  role  of  lending 
logistic  support  for  the  NSC  staff,  which 
would  be  principally  conducting  the  negotia- 
tions. 

At  the  January  18  meeting,  George  met 
Secord  for  the  first  time  when  Secord  was 
introduced  as  a  consultant  to  the  NSC. 
George  knew  of  Secord's  past  association 
with  Edwin  Wilson,  the  former  CIA  officer 
who  was  then  serving  time  in  a  Federal 
prison  for  a  variety  of  offenses.  George  was 
concerned  about  Secord's  involvement  and 
following  the  January  18  meeting  advised 
Director  Casey  of  his  opinion.  George  cau- 
tioned Casey:  "If  they  are  going  to  ship  arms 
to  Iran  for  hostages  .  .  .  don't  use  Secord." 

George  expressed  even  greater  disap- 
proval when  he  discovered  that  Iranian  in- 
termediary Manucher  Ghorbanifar  was  to  be 
involved.  The  exact  point  at  which  George 
became  aware  of  Ghorbanifar's  role  in  the 
Iran  initiative  is  unknown,  although  he  im- 
plied in  testimony  that  he  knew  either  as  a 
result  of,  or  shortly  following,  the  January  1 8 
meeting.  Shortly  after  Ghorbanifar  failed  a 
CIA  polygraph  test  on  January  11,  1986, 
George  issued  a  "field  notice"*  to  senior 


*A  "field  notice"  is  a  fabricator  warning  issued  to  specific 
CIA  stations,  as  opposed  to  a  "burn  notice,"  which  receives 
world-wide  CIA  distribution. 


CIA  officials  in  Europe  instructing  them  to 
avoid  dealing  with  Ghorbanifar.  Only  a  few 
days  later  while  in  the  White  House,  George 
was  "given  the  Finding  to  which,  surprise, 
the  guy  I  am  going  to  be  dealing  with  or 
supporting  the  National  Security  Council  to 
deal  with,  is  Ghorbanifar." 

Prior  to  the  signing  of  the  January  17 
Finding,  George  advised  North  of  Ghorbani- 
far's polygraph  test  results.  He  also  recalled 
warning  Casey  against  dealing  with  Ghor- 
banifar, but  "before  I  could  go  through  one 
more  fight  about  Mr.  Ghorbanifar,  [the  CIA] 
received  a  Presidential  order  which  . . .  ended 
up  meaning  we  were  dealing  with  Mr.  Ghor- 
banifar." Eventually,  Casey  designated 
Charles  Allen  to  oversee  Ghorbanifar's  ac- 
tivities. 

DC/NE  asked  North  for  a  contact  at 
DOD  with  whom  he  could  arrange  to  obtain 
the  TOWs.  North  told  DC/NE  to  contact 
Secretary  Weinberger's  military  aide,  then- 
Maj.  Gen.  Colin  Powell.  When  DC/NE  tele- 
phoned Powell  several  days  later,  the  general 
explained  that  he  was  aware  of  the  sensitivity 
of  the  operation,  knew  where  the  weapons 
were  to  be  delivered,  and  knew  the  covert 
activity  was  supported  by  a  Finding.  Powell 
named  Lt.  Gen.  Vincent  M.  Russo  as  the 
CIA's  contact  at  DOD. 

Russo  told  DC/NE  originally  that  the 
price  would  be  around  $6,000  per  TOW,  a 
price  with  which  North  had  problems.  DC/ 
NE  recalled  North's  reaction  to  that  figure: 

The  initial  price  was  precisely — it  was  Russo 
telling  me  it  was  going  to  be  something  around 
6,000  per.  And  I  recall  telling  North  that  and 
he  recalled — it  doesn't  make  any  difference  to 
me  [DC/NE]  whether  they  charge  three  or  six 
or  nine — I  recall  North  saying,  'well,  that  is 
too  high,  they  must  be  giving  you  a  brand  new 
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missile  replacement  cost  figure,  and  they 
should  be  charging  for  the  oldest  model  TOW 
in  stock.  We  don't  care  if  these  things  in  fact 
work  real  well.  Tell  the  Army  that  we  want  the 
oldest  thing  they  can  find  in  the  warehouse.'  So 
I  went  back  to  Russo  and  said,  let  me  make 
clear  that  we  don't  need  the  very  best,  latest 
thing  right  off  the  factory  line. 

The  eventual  price  was  approximately 
$3,400  per  TOW,  including  freight  costs. 

North's  attitude  that  he  did  not  "care  if 
these  things  in  fact  work  real  well"  is  incon- 
sistent with  the  goals  of  opening  a  broader 
initiative  with  Iran  and  freeing  the  hostages. 
Demonstrably  antiquated  or  unworkable 
merchandise  most  likely  would  promote  dis- 
trust; indeed,  the  controversy  over  the  No- 
vember 1985  HAWK  shipment  had  been 
caused  in  part  by  the  Iranians'  claim  that  the 
1 8  H AWKs  did  not  meet  their  expectations. 

On  January  20,  North  noted:  "Price  must 
be  firm  for  Defense  [Department] — Must  be 
less  than  6K."  Under  the  figure  showing 
4,504  TOWs,  North  jotted,  "Nir  knows  10K 
upper  limit — Dick  [Secord]  arrange  w/Nir". 
The  notes  suggest  that  Nir  and  North  had 
agreed  that  the  TOWs  sold  to  Iran  must  not 
exceed  $10,000  per  unit  but  that  the  CIA 
would  not  pay  more  than  the  original  DOD 
price  of  $6,000  per  TOW.  In  the  plan  to  sell 
1,000  of  the  missiles  to  Iran  in  February, 
North  and  Nir  were  expecting  to  obtain  $4 
million  above  the  cost  of  the  missiles.  When 
North  learned  he  could  obtain  the  basic 
TOW  for  substantially  less,  the  anticipated 
profit  for  the  Enterprise  increased. 

The  Army  Executes  the  Tasking 

On  January  18,  Powell  telephoned  Gen. 
Maxwell  R.  Thurman,  Vice  Chief  of  Staff  of 


the  Army,  with  a  secret,  "close  hold"  assign- 
ment for  the  Army:  to  prepare  4,000  basic 
TOW  missiles  to  be  shipped  to  the  CIA. 
Within  a  week,  the  number  was  increased  to 
4,508  to  cover  the  508  missiles  Israel  had 
shipped  in  September  that  McFarlane  had 
agreed  to  replenish.  Thurman,  who  was  not 
told  the  ultimate  destination  of  the  missiles 
or  the  purpose  of  the  shipment,  delegated  the 
responsibility  down  the  chain  of  command 
and  ultimately  to  Maj.  Christopher  Simpson. 
The  instructions  were  to  maintain  a  degree 
of  secrecy  unusual  even  for  weapon  transfers 
to  the  CIA:  no  notes;  communications  only 
by  secure  telephone  or  face  to  face;  and  the 
number  of  people  privy  to  the  operation  kept 
to  a  minimum.  The  imposition  of  such  ex- 
traordinary secrecy  led  the  Army  to  bypass 
its  normal  system  for  interagency  transfers, 
with  that  system's  safeguards  against  under- 
pricing,  depleting  stockpiles,  and  affecting 
defense  readiness.  Even  though  the  secrecy 
guidelines  were  strictly  observed,  an  appar- 
ently accidental  error  in  the  price  became 
crucial.  By  inadvertently  using  the  wrong 
stock  number  for  the  TOW,  the  Army  un- 
derpriced  the  missile  and  created  a  price  dif- 
ferential broad  enough  to  generate  a 
significant  surplus  of  funds  for  the  Enter- 
prise. 

Pricing  the  TOW  Missiles 

Simpson  went  directly  to  the  TOW  Project 
Manager  at  the  Army  Missile  Command  at 
Redstone  Arsenal  in  Huntsville,  Alabama. 
Powell  had  been  asked  to  provide  a  "basic," 
or  "vanilla,"  TOW — one  that  had  not  been 
manufactured  since  1975.  The  basic  TOW, 
however,  had  experienced  mechanical  prob- 
lems that  required  the  Army  to  make  design 
modifications.   The  TOW  Deputy  Project 
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Manager  informed  Simpson  he  had  sufficient 
basic  TOWs  to  meet  the  order  but  that  the 
TOWs  needed  the  safety  modification,  which 
would  add  to  the  expense. 

Simpson  set  about  pricing  the  TOWs  in 
what  seemed  to  be  a  logical  manner — he 
checked  the  Army's  catalogue  of  inventoried 
items,  complete  with  national  stock  numbers 
and  prices.  Simpson  found  the  price  to  be 
$3,169  for  a  basic  TOW,  to  which  he  es- 
timated an  additional  $300  for  the  safety 
modification — a  total  of  $3,469  per  missile. 
Simpson  quoted  that  price  to  the  CIA. 

There  were,  however,  eight  different 
models  of  TOWs  listed  in  the  catalogue.  Un- 
known to  Simpson,  when  safety  modifica- 
tions became  a  required  feature,  the  Army 
created  a  new  stock  number  for  the  basic 
TOW  with  the  modification  and  a  corre- 
sponding new,  and  much  higher,  price. 
Using  the  correct  stock  number,  the  Army 
should  have  provided  the  CIA  a  cost  of 
$8,435  per  missile. 

Although  Simpson's  testimony  is  inconsis- 
tent on  the  question  of  whether  he  was  aware 
that  the  Army  catalogue  price  for  the  basic 
TOW  with  modifications  was  $8,435,  there 
are  indications  that  some  officials  in  the 
Army  became  aware  of  the  erroneous  price. 
The  transfer  documents  accompanying  the 
first  and  third  shipments  from  the  Army  and 
the  CIA  carried  the  Simpson  price,  the  re- 
ceipts for  the  second  shipment  did  not  reflect 
any  price.  Testimony  from  Army  officials 
about  the  changing  prices  in  these  docu- 
ments has  been  inconsistent  and  inconclu- 
sive. 

Army  officials  included  in  these  pricing 
decisions  have  denied  any  intent  to  lower  the 
price  of  the  TOWs,  and  the  Committees  have 
found  no  evidence  to  the  contrary.  What  is 
apparent,  however,  is  that  in  fulfilling  the 


CIA  request  for  TOWs  in  early  1986,  the 
Army  bypassed  its  usual  method  of  obtain- 
ing, pricing,  and  transferring  weapons.  The 
emphasis  on  keeping  the  transaction  secret, 
even  from  those  involved  in  the  process,  led 
to  a  significant  pricing  error,  one  that  North 
exploited  to  the  advantage  of  the  Enterprise. 
Without  this  pricing  error,  there  would  have 
been  a  much  smaller  difference  between  the 
$10,000  per  TOW  Ghorbanifar  was  willing 
to  pay  and  the  actual  cost  of  the  TOWs — and 
the  diverted  profits  to  the  Enterprise  would 
have  been  minimal. 


The  London  Meeting 

Armed  with  a  low,  firm  price  for  the  TOWs, 
North,  Secord,  and  Amiram  Nir,  an  adviser 
to  Israeli  Prime  Minister  Shimon  Peres,  met 
with  Ghorbanifar  in  London  on  January  22, 
their  first  meeting  following  the  President's 
approval  of  the  Finding.  North  testified  that 
he  was  dissatisfied  with  the  notion  of  selling 
weapons  to  Iran  until  this  meeting  with 
Ghorbanifar.  North's  stated  reluctance  is  in- 
consistent with  the  testimony  of  Sporkin  and 
others,  who  described  North  as  a  strong  ad- 
vocate for  the  plan  and  a  leader  in  getting  it 
adopted  by  the  President.  Nevertheless,  ac- 
cording to  North,  the  inducement  that 
caused  him  to  embrace  the  plan  was  a  sug- 
gestion by  Ghorbanifar  to  divert  profits  from 
the  arms  sales  to  the  Contra  forces. 

North  described  his  conversation  with 
Ghorbanifar  during  a  lull  in  the  London 
meetings: 

Mr.  Ghorbanifar  took  me  into  the  bathroom 
and  Mr.  Ghorbanifar  suggested  several  incen- 
tives to  make  that  February  [TOW]  transac- 
tion work,  and  the  attractive  incentive  for  me 
was  the  one  he  made  that  residuals  could  flow 
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to  support  the  Nicaraguan  resistance.  He  made 
it  point  blank  and  he  made  it  by  my  under- 
standing with  the  full  knowledge  and  acquies- 
cence and  support,  if  not  the  original  idea  of 
the  Israeli  intelligence  services,  the  Israeli 
Government. 

The  tape  recording  of  that  meeting  does 
not  reflect  the  private  conversation  which 
North  described.  Instead,  it  reveals  that 
Ghorbanifar  discussed  assisting  the  Contras 
openly,  in  the  presence  of  North,  Nir,  and 
Secord: 

ghorbanifar:  "I  think  this  is  now,  Ollie, 
the  best  chance  because  we  never  would  have 
found  such  a  good  time,  we  never  get  such  a 
good  money  out  of  this.  [Laughingly]  We  do 
everything.  We  do  hostages  free  of  charge; 
we  do  all  terrorists  free  of  charge;  Central 
America  for  you  free  of  charge;  American 
business  free  of  charge;  [First  Iranian  Offi- 
cial] visit.  Everything  free." 

north:  "I  would  like  to  see,  .  .  .  some  point 
this,  uh,  idea,  and  maybe,  y'know,  if  there  is 
some  future  opportunity  for  Central  Amer- 
ica. You  know  that  there  is  a  lot  of  Libyan, 
a  lot  of  Libyan  and  Iranian  activity  with  the 
Nicaraguans." 

Poindexter  declared  that  he  first  learned  of 
the  possibility  of  diverting  arms  sales  pro- 
ceeds from  North  in  early  February  1986.  He 
said  that  following  North's  meetings  in  Lon- 
don, North  briefed  him  on  progress  being 
made  domestically  by  CIA  and  DOD  in  pro- 
curing TOW  missiles.  Poindexter  recalled 
North  casually  mentioning,  "Admiral,  I 
think  I  have  found  a  way  that  we  can  provide 
some  funds  to  the  democratic  resistance 
[Contras]  through  funds  that  will  accrue 
from  the  sale  of  arms  to  the  Iranians."  Poin- 


dexter claimed  that  he  considered  the  diver- 
sion to  be  "a  very  good  idea"  that  he 
approved  orally  after  only  a  few  minutes  con- 
versation. 

Poindexter  stated  that  the  diversion  was 
merely  an  implementation  of  the  President's 
policy  and  a  decision  Poindexter  had  author- 
ity to  make  without  consulting  the  President. 
Nevertheless,  Poindexter  admitted  knowing 
that  public  revelation  of  the  diversion's  ap- 
proval by  him  would  result  in  his  leaving  the 
Administration,  although  he  said  that  he 
"probably  underestimated"  the  effect  public 
knowledge  of  the  operation  would  eventually 
have  on  the  Administration.  Poindexter 
stated  that  he  made  the  diversion  decision 
without  consulting  the  President  in  order  to 
give  the  President  "deniability."  He  ac- 
knowledged, however,  that  he  had  never 
acted  that  way  before  and  that  he  had  a  repu- 
tation for  keeping  his  superiors  informed. 

What  had  begun  as  an  initiative  to  obtain 
the  release  of  the  American  hostages  had 
now  assumed  a  second,  inherently  conflict- 
ing goal.  The  Finding  set  forth  a  policy  of 
selling  weapons  in  order  to  obtain  the  release 
of  hostages  and  to  secure  an  opening  to  Iran. 
Use  of  the  arms  sales  to  aid  the  Contras 
created  an  incentive  to  charge  the  highest 
price  the  Iranians  would  pay  while  selling 
the  least  expensive  equipment,  a  policy  un- 
likely to  win  Iranian  confidence  or  the  hos- 
tages' freedom. 

On  January  24,  North  prepared  a  so- 
phisticated "notional  timeline"  for  Poindex- 
ter under  the  name  "Operation  Recovery," 
which  proposed  the  transfer  of  TOW  missiles 
and  intelligence  information  to  Iran  in  ex- 
change for  the  release  of  the  American  hos- 
tages. "Operation  Recovery"  reflected  the 
ambitions  of  the  planners  who  recently  met 
in  London.  An  agreement  was  reached  that 
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the  TOWs  were  to  be  shipped  to  Iran  in  four 
increments  of  1,000  missiles,  with  an  addi- 
tional 508  TOWs  delivered  to  Israel  as  re- 
plenishment for  that  country's  stocks.  On 
February  8,  the  Southern  Lebanon  Army 
was  to  release  25  Hizballah  prisoners  after 
Iran  received  the  first  1,000  TOWs.  On  Feb- 
ruary 9,  "all  U.S.  Hostages  [were  to  be] 
released  to  the  U.S. /British  or  Swiss  Em- 
bassy" and  "a  second  group  of  Hizballah 
[was  to  be]  released  by  [the  Southern  Leba- 
non Army]."  The  following  day,  as  prepara- 
tions were  underway  to  deliver  the  second 
increment  of  TOWs  to  Iran,  Hizballah  was 
to  release  certain  other  hostages.  The  no- 
tional timeline  also  made  reference  to  an- 
other ambition  of  the  planners:  "February 
11,  Khomeini  steps  down."  Following  this 
sequential  release  of  prisoners  for  arms,  the 
United  States  would  deliver  the  final  two  in- 
crements of  missiles.  The  last  deliveries  were 
to  be  in  exchange  for  hostages  of  other  na- 
tionalities and  the  recovery  of  hostage  Wil- 
liam Buckley's  remains. 


THE  FEBRUARY  SHIPMENT 

In  the  delivery  schedule  agreed  upon  in  the 
London  meeting,  North  noted,  "10  days 
from  money — move  TOWs."  The  same 
schedule  indicated  that  a  deposit  of  $10  mil- 
lion would  occur  on  January  29.  The  deposit 
was  not  made,  and  on  January  31,  DC/NE 
and  Secord  met  with  North  to  develop  an- 
other schedule  based  on  an  anticipated  bank 
transfer  to  the  CIA  account  on  February  4. 
However,  on  that  day,  North  jotted  in  his 
notes,  "Gorba  going  to  bank  to  make  trans- 
action tomorrow,"  indicating  another  delay 
in  the  transaction. 


On  February  10,  $1,850,000  was  wire- 
transferred  to  the  CIA  Swiss  account  from 
the  Enterprise's  Credit  Suisse  account,  Lake 
Resources.  The  following  day,  another 
$1,850,000  was  wire-transferred  to  the  CIA 
account  "by  the  order  of  one  of  our  clients" 
without  further  explanation  or  identification. 
CIA  headquarters  then  arranged  through 
the  Treasury  Department  to  pay  $3,700,000 
to  DOD  for  1,000  TOW  missiles. 

Possession  of  the  1,000  TOWs  was  trans- 
ferred from  DOD  to  CIA  once  DOD  re- 
ceived notice  that  CIA  had  the  money  to 
cover  the  cost  of  the  TOWs.  Thereafter,  on 
February  15  and  16,  separate  flights  of 
Southern  Air  Transport  aircraft  departed 
Kelly  Air  Force  Base,  each  carrying  500 
TOWs  to  Tel  Aviv.  Upon  arriving  in  Israel, 
the  cargo  was  unloaded  from  the  planes  and 
stored  by  Israeli  military  officials  for  trans- 
shipping to  Iran.  On  February  17,  the  first 
Israeli  charter  plane  delivered  500  TOWs  to 
Bandar  Abbas.  Before  departing  Iran,  the 
aircraft  was  loaded  with  17  I-HAWK  mis- 
siles which  had  been  rejected  by  Iranian  De- 
fense officials  following  the  November  1985 
shipment.  The  Israeli  aircraft  returned  on 
the  next  day  to  Tel  Aviv. 

Based  on  his  meetings  with  Ghorbanifar, 
DC/NE  understood  that  upon  the  delivery 
of  1,000  TOWs  to  Iran,  all  American  hos- 
tages would  be  released.  Sessions  with 
Iranian  delegates  would  follow,  and  these 
could  lead  to  a  strategic  U.S. -Iran  meeting  in 
a  neutral  location.  After  the  strategic  meet- 
ing, the  remaining  3,000  TOWs  would  be 
delivered.  All  of  these  arrangements  had 
been  made  using  Ghorbanifar  as  the  inter- 
locutor. Despite  having  shipped  18  HAWK 
missiles  and  1,004  TOWs,  North  and  Secord 
had  yet  to  meet  an  Iranian  official.  Rather, 
they  had  relied  solely  on  Ghorbanifar  to  pre- 
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sent  the  Iranian  demands  and  to  convey  the 
U.S.  response.  The  American  understand- 
ing—that delivery  of  1,000  TOWs  would 
cause  the  release  of  all  the  hostages — was 
contrary  to  the  advice  of  the  CIA  profession- 
als. As  Clair  George  later  told  these  Com- 
mittees: "Under  no  conditions  would  the 
Government  of  Iran  ever  allow  all  the  hos- 
tages to  be  released  .  .  .  because  the  only 
leverage  that  those  who  held  the  hostages 
have  is  the  hostages,  so  why  would  they  give 
them  up." 

The  First  Frankfurt  Meeting 

On  February  19,  1986,  the  U.S.  delegation 
arrived  in  Frankfurt,  West  Germany,  for 
what  was  to  be  its  first  opportunity  to  meet 
with  a  representative  of  the  Iranian  Govern- 
ment. When  the  Second  Iranian  Official 
failed  to  appear,  Ghorbanifar  began  to  offer 
excuses  for  his  absence.  Nevertheless,  North 
decided  to  return  to  the  United  States  until 
the  Second  Iranian  Official  arrived  in  Frank- 
furt. 

Albert  Hakim,  Secord's  associate,  had 
joined  the  U.S.  delegation  from  Geneva.  Ear- 
lier in  February,  Secord  had  told  Hakim  that 
his  translating  skills  would  be  required  at  a 
meeting  with  Ghorbanifar  and  an  Iranian 
Government  official.  Hakim  said  that  Ghor- 
banifar, when  he  learned  of  Hakim's  partici- 
pation, objected  violently  and  branded 
Hakim  "an  enemy  of  the  State."  Hakim  said 
he  eventually  joined  the  meeting  in  disguise 
and  under  the  name  "Ibrahim  Ibrahim" 
without  Ghorbanifar  knowing  his  true  iden- 
tity. 

On  the  return  trip  to  the  United  States 
from  the  aborted  Frankfurt  meeting,  North 
announced  that  Hakim  would  be  the  transla- 
tor because  he  distrusted  Ghorbanifar.  When 


DC/NE  objected  to  the  use  of  so  many  "out- 
siders" for  a  covert  activity,  North  professed 
his  trust  in  both  Secord  and  Hakim  and  at- 
tested to  their  expertise.  DC/NE  later  or- 
dered a  name  trace  on  Hakim,  which 
revealed  allegations  of  illegal  foreign  sales  of 
U.S.  equipment. 

The  Meeting  with  an  Iranian  Official 

Op  February  25,  the  Second  Iranian  Official 
arrived  in  Frankfurt  at  the  airport  Sheraton 
Hotel  and  the  U.S.  delegation  promptly  re- 
turned for  the  meeting.  The  first  session  with 
him  "was  a  disaster."  Hakim  said  the  discus- 
sion began  to  deteriorate  when  Ghorbanifar 
misled  both  the  Iranian  and  the  Americans 
in  his  translation  of  conversation.  After  sev- 
eral minutes  of  discussion,  Hakim  knew  that 
the  two  sides  were  on  "different  frequen- 
cies," with  little  hope  of  successfully  com- 
municating. Ghorbanifar  tried  to  placate 
both  sides,  even  though  their  objectives  were 
entirely  different. 

The  delegations  met  again  the  following 
day  in  the  Second  Iranian  Official's  hotel 
suite  at  the  Sheraton.  The  Iranian  continued 
to  argue  for  the  purchase  of  Phoenix  missiles, 
advising  the  Americans  that  if  Phoenix  mis- 
siles were  made  available,  "then  we  will  start 
on  the  hostages  .  .  .  you  might  not  get  them 
all  immediately,  but  we  will  at  least  start  on 
it."  The  parties  eventually  agreed  that  the 
delivery  of  1,000  TOWs  would  be  immedi- 
ately followed  by  the  release  of  "a  couple  of 
hostages."  The  remaining  hostages  would  be 
released  after  a  meeting  among  high-level 
officials  at  Kish  Island  off  the  coast  of  Iran. 
When  the  hostage  "problem"  was  resolved, 
the  United  States  would  deliver  the  remain- 
ing 3,000  TOWs. 

With  their  first  meeting  with  the  Second 
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Iranian  Official  behind  them,  certain  mem- 
bers of  the  NSC  staff  felt  they  had  established 
formal  communications  with  Iran.  This  line 
of  communication  consisted  of  the  Second 
Iranian  Official  as  the  representative  of  Iran's 
government  and  Ghorbanifar  as  the  interme- 
diary for  the  two  governments.  Nir  remained 
an  active  participant  in  the  first  channel  pro- 
ceedings, particularly  in  monitoring  Ghor- 
banifar's  activities. 


THE  SECOND  INSTALLMENT  OF  TOWS 
IS  DELIVERED 

On  February  27,  North  and  DC/NE  met 
with  Casey,  Poindexter,  and  George  at  the 
Old  Executive  Office  Building  to  report  on 
the  meeting  with  the  Second  Iranian  Official. 
They  anticipated  the  imminent  release  of  as 
many  as  two  hostages  and  arrangement  for  a 
strategic  Iran-U.S.  conference.  Ghorbani- 
far's  unreliability,  which  had  been  noted  by 
the  Second  Iranian  Official  as  well  as  the 
Americans  in  Frankfurt,  was  discussed.  DC/ 
NE  noted  that  Hakim  telephoned  the 
Iranian  following  the  Frankfurt  meeting  in 
an  attempt  to  exclude  Ghorbanifar  from  fu- 
ture negotiations. 

DC/NE  later  complained  to  George  about 
using  Secord  and  Hakim  as  U.S.  negotiators. 
DC/NE  recommended  replacing  Hakim  as  a 
translator  with  George  Cave,  a  former  CIA 
officer  still  on  contract  with  the  Agency  and 
whose  knowledge  of  Iran  and  command  of 
the  Farsi  language  were  well-known.  In  a 
second  effort  to  remove  "outsiders"  from  po- 
litical negotiations,  DC/NE  urged  George  to 
propose  that  Secord  be  eliminated  from  any 
future  meetings  with  Iranian  officials. 

Also  on  February  27,  Israeli  charter  air- 


craft delivered  the  second  load  of  500  TOW 
missiles  from  Tel  Aviv  to  Bandar  Abbas. 
Again,  Secord  coordinated  the  flight  using  a 
Southern  Air  Transport  crew.  In  a  KL-43 
message,  Secord  discussed  a  meeting  he  at- 
tended with  Hakim,  Ghorbanifar,  and  the 
Second  Iranian  Official  after  all  other  Frank- 
furt participants  had  departed.  Secord  re- 
vealed that,  once  again,  a  shipment  of 
weapons  would  not  gain  the  release  of  any 
hostages.  Instead,  a  new  condition — the 
meeting  at  Kish  Island — would  first  have  to 
be  met: 

Met  with  Nir  and  Gorba  this  a.m.  .  .  .  Subse- 
quently I  met  with  the  [Second  Iranian  Offi- 
cial] for  about  one  hour.  .  .  .  the  [Second 
Iranian  Official]  emphasized  need  for  quick 
meeting  at  Kish  and  said  he  would  possibly, 
repeat,  possibly  surprise  us  by  getting  some 
hostages  released  before  meeting.  .  .  .  [Sug- 
gest you  make  contingency  plan  to  accommo- 
date early  release  (i.e.,  as  early  as  Sunday). 
So,  bottom  line  is  on  to  Kish  ASAP  to  seize 
the  potential  opening  now  created.  Regards, 
Richard. 

North  reported  on  his  Frankfurt  meeting 
with  the  Second  Iranian  Official  to  McFar- 
lane,  who  had  remained  interested  in  the 
arms  sales  initiative  following  his  departure 
from  the  National  Security  Council  in  De- 
cember 1985.  McFarlane  had  agreed  earlier 
to  meet  with  Iranian  Government  officials  at 
a  designated  location,  possibly  Kish  Island. 
First,  North  assessed  the  meeting: 

Just  returned  last  night  from  mtg  w/[Second 
Iranian  Official]  in  Frankfurt.  If  nothing  else 
the  meeting  serves  to  emphasize  the  need  for 
direct  contact  with  these  people  rather  than 
continue  the  process  by  which  we  deal  through 
intermediaries  like  Ghorbanifahr.  .  .  . 
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Throughout  the  session,  Gorbanifahr  inten- 
tionally distorted  much  of  the  translation  and 
had  to  be  corrected  by  our  man  on  occasions 
so  numerous  that  [Second  Iranian  Official]  fi- 
nally had  Albert  translate  both  ways.  Assess- 
ment of  mtg  &  agreement  we  reached  as 
follows: — [Second  Iranian  Official]  has  author- 
ity to  make  his  own  decisions  on  matters  of 
great  import. — He  does  not  have  to  check  back 
w/Tehran  on  decisions  take. — The  govt,  of 
Iran  is  terrified  of  a  new  Soviet  threat. — They 
are  seeking  a  rapprochment  but  are  filled  w/ 
fear  &  mistrust. — All  hostages  will  be  released 
during  rpt  during  the  next  meeting. — They 
want  next  mtg  urgently  and  have  suggested 
Qeshm  Is.  off  Bandar  Abbas. — They  are  less 
interested  in  Iran/Iraq  war  than  we  originally 
believed. — They  want  technical  advice  more 
than  arms  or  intelligence. — Tech  advice  shd  be 
on  commercial  &  military  maintenance — not 
mil  tactics — They  committed  to  end  anti-U.S. 
terrorism. — They  noted  the  problems  of  work- 
ing thru  intermediaries  &  prefer  dir.  contact- 
[the  Second  Iranian  Official]  noted  that  this 
was  USG/GOI  contact  in  more  than  5yrs.  Vy 
important — [the  Second  Iranian  Official] 
recognizes  risks  to  both  sides — noted  need  for 
secrecy. — [the  Second  Iranian  Official] 
stressed  that  there  were  new  Sov.  moves/ 
threats  that  we  were  unaware  of.  While  all  of 
this  could  be  so  much  smoke,  I  believe  that  we 
may  well  be  on  the  verge  of  a  major  break- 
through— not  only  on  the  hostages/terrorism 
but  on  the  relationship  as  a  whole.  We  need 
only  to  go  to  this  meeting  which  has  no  agenda 
other  than  to  listen  to  each  other  to  release  the 
hostages  and  start  the  process. 

McFarlane  replied: 

Roger  Ollie.  Well  done — if  the  world  only 
knew  how  many  times  you  have  kept  a  sem- 
blance of  integrity  and  gumption  to  US  policy, 
they  would  make  you  Secretary  of  State.  But 
they  can't  know  and  would  complain  if  they 


did — such  is  the  state  of  democracy  in  the  late 
20th  century.  But  the  mission  was  terribly 
promising.  As  you  know  I  do  not  hold  Ghor- 
banifar  in  high  regard  and  so  am  particularly 
glad  to  hear  of  [the  Second  Iranian  Official's] 
apparent  authority  .  .  . 

In  February,  it  was  apparent  that  the  hos- 
tage problem  would  not  be  resolved  quickly. 
In  mid-February,  the  United  States  had 
shipped  500  TOWs  to  Iran.  The  Second 
Iranian  Official,  however,  did  not  attend  the 
first  scheduled  meeting.  Several  days  later, 
when  he  did  meet  with  the  Americans,  he 
promised  to  release  hostages  only  after  a 
meeting  among  high-level  officials  at  some 
unspecified  time  in  the  future.  On  that  prom- 
ise alone,  the  United  States  immediately  sent 
an  additional  500  TOWs  to  Iran. 

The  American  participants  could  attribute 
the  failure  to  obtain  the  release  of  any  hos- 
tages after  the  November  1985  HAWK 
transaction  to  the  Iranians'  apparent  anger 
over  the  outdated  missiles  they  received.  No 
similar  justification  could  explain  the  lack  of 
action  by  the  Iranians  after  they  received 
1,000  TOWs.  The  Americans  kept  their  part 
of  the  bargain  and  shipped  the  weapons;  the 
Iranians  broke  their  promise  and  delivered 
no  hostages.  Instead,  the  United  States  re- 
ceived only  another  promise,  not  of  hostages, 
but  of  another  meeting. 

The  Diversion  Continues 

The  sale  of  the  1 ,000  TOWs  was  successful 
in  one  respect.  The  "attractive  incentive" 
that  North  had  seen  in  the  arms  sales  materi- 
alized— profits  to  be  used  for  the  Contras. 

The  February  TOW  shipment  had  gener- 
ated a  $10  million  payment  to  Secord.  After 
Secord  paid  $3.7  million  to  the  CIA's  Swiss 
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account,  North  discussed  the  use  of  residuals 
with  Secord:  "I  described  for  General  Secord 
the  purposes  to  which  I  thought  that  money 
ought  to  be  applied.  .  .  .  There  were  points  in 
time  when  we  discussed  these  activities.  I 
had  to  tell  him  what  the  government  was 
going  to  charge  for  various  commodities,  but 
ultimately  the  decision  (pricing)  was  his." 
North  said  that  the  purpose  of  the  residuals 
was  "to  sustain  the  Iranian  operation,  to  sup- 
port the  Nicaraguan  resistance,  to  continue 
other  activities  which  the  Israelis  very 
clearly  wanted,  and  so  did  we,  and  to  pay  for 
a  replacement  for  the  original  Israeli  TOWs 
shipped  in  1985."  The  January  17  Finding, 
however,  made  no  mention  of  support  to  the 
Contras  or  of  other  intelligence  activities  as 
goals  of  the  covert  action. 

North  said  that  residuals  intended  for  the 
Contras  were  a  small  segment  of  a  larger, 
comprehensive  covert  activity  support  plan. 
The  decision  on  how  to  apply  the  residuals 
was  stated  by  North:  ".  .  .  residuals  from 
those  transactions  would  be  applied  to  sup- 
port the  Nicaraguan  Resistance  with  the  au- 
thority that  I  got  from  my  superiors, 
Admiral  Poindexter,  with  the  concurrence  of 
William  J.  Casey  and,  I  thought  at  the  time, 
the  President  of  the  United  States."  Those 
superiors,  according  to  North,  also  approved 
the  use  of  Iranian  arms  sales  proceeds  to 
compensate  Secord: 


The  arrangement  that  I  made  with  General 
Secord  starting  in  1984  recognized  that  those 
who  were  supporting  our  effort  were  certainly 
deserving  of  just  and  fair  and  reasonable  com- 
pensation. ...  It  was  clearly  indicated  [by]  Mr. 
McFarlane  and  Admiral  Poindexter  and  in 
fact  almost  drawn  up  by  Director  Casey,  how 
these  would  be  outside  the  U.S.  Government, 
and  that  I  told  them  right  from  the  very  begin- 


ning that  those  things  that  he  (Secord)  did 
deserved  fair  and  just  compensation. 

Poindexter  recalled  no  such  authorization. 
Although  he  felt  that  Secord  was  deserving 
of  "reasonable  compensation,"  Poindexter 
testified  that  the  subject  "never  came  up." 
Poindexter  was  unaware  of  any  particular 
profits  Secord  and  others  realized  from  the 
arms  sales. 

North  left  further  definition  of  "fair  and 
just  compensation"  up  to  Secord.  He  claimed 
that  he  did  not  review  the  records  of  the 
Enterprise,  rarely  knew  how  much  money 
had  actually  been  transferred  for  the  Con- 
tras, and  never  knew  how  much  of  the  profits 
had  gone  to  Secord  and  Hakim.  Secord  and 
Poindexter  also  testified  that  they  were  un- 
aware of  Hakim's  method  of  controlling  the 
accounts. 


THE  INITIATIVE  CONTINUES 

Even  though  the  sale  of  1,000  TOWs  had  not 
produced  a  single  hostage,  the  initiative  went 
forward.  But  Nir  became  concerned  that  he 
would  be  excluded  from  further  meetings 
and  that  Israeli  interests  would  be  ignored. 
Within  days  after  the  meeting  with  the  Sec- 
ond Iranian  Official  in  Frankfurt,  Israeli 
Prime  Minister  Peres  wrote  to  President 
Reagan  summarizing  the  results  of  the 
Frankfurt  meeting  and  discussing  the  next 
steps. 

The  February  decision  to  supply  U.S.  in- 
telligence information  to  the  Iranian  delega- 
tion concerned  CIA  officials.  The  NSC  staff 
forwarded  to  the  CIA  the  Iranians'  request 
for  a  map  depicting  Iraqi  battle  positions  at 
its  border  with  Iran.  When  CIA  Deputy  Di- 
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rector  John  McMahon  learned  of  this  re- 
quest, he  cabled  Casey  who  was  traveling 
overseas: 

1.  A  new  dimension  has  been  added  to  this 
program  as  a  result  of  meeting  held  in  Lon- 
don between  North  and  Ghorbanifar.  We 
have  been  asked  to  provide  a  map  depicting 
the  order  of  battle  on  the  Iran/Iraq  border 
showing  units.  Troops,  tanks,  and  what  have 
you  .  .  . 


3.  Everyone  here  at  Headquarters  advises 
against  this  operation  not  only  because  we  feel 
the  principal  involved  is  a  liar  and  has  a  record 
of  deceit,  but,  secondly,  we  would  be  aiding 
and  abetting  the  wrong  people.  I  met  with 
Poindexter  this  afternoon  to  appeal  his  direc- 
tion that  we  provide  this  intelligence,  pointing 
out  not  only  the  fragility  in  the  ability  of  the 
principal  to  deliver,  but  also  the  fact  that  we 
were  tilting  in  a  direction  which  could  cause 
the  Iranians  to  have  a  successful  offense 
against  the  Iraqis  with  cataclysmic  results.  I 
noted  that  providing  defensive  missiles  was 
one  thing  but  when  we  provide  intelligence  in 
the  order  of  battle,  we  are  giving  the  Iranians 
the  wherewithal  for  offensive  action. 

4.  Poindexter  did  not  dispute  our  rationale  or 
our  analysis,  but  insisted  that  it  was  an  oppor- 
tunity that  should  be  explored.  He  felt  that  by 
doing  it  in  steps  the  most  we  could  lose  if  it  did 
not  reach  fulfillment  would  be  1,000  TOWs 
and  a  map  of  order  of  battle  which  is  perisha- 
ble anyway. 


6.  I  have  read  the  signed  Finding  dated  17 
January  1986  which  gives  us  the  authority  to 
do  what  the  NSC  is  now  asking.  Hence,  in  spite 
of  our  counsel  to  the  contrary,  we  are  proceed- 


ing to  follow  out  orders  as  so  authorized  in  the 
finding. 

Casey  did  not  order  McMahon  to  do  oth- 
erwise. Once  again,  concerns  voiced  by  ca- 
reer officials  at  the  CIA  were  brushed  aside 
and  the  intelligence  was  provided. 

By  early  March,  career  officials  at  the  CIA 
were  pressing  their  doubts  that  Ghorbanifar 
and  his  principals  could  deliver  on  their  pro- 
mises to  free  the  hostages.  Iran  had  not 
demonstrated  any  ability  to  gain  release  of 
hostages  since  early  September  1985,  nearly 
six  months  earlier.  On  March  7,  DC/NE  ex- 
pressed his  doubts  in  a  memorandum  to  his 
supervisor,  the  Chief  of  the  Near  East  Divi- 
sion in  the  Operation  Directorate: 

Ghorbanifar  insisted  on  another  meeting  after 
which  the  Keesh  Island  matter  will  be  set. 
North  is  prepared  to  stonewall  in  Paris.  There 
will  be  no  more  "slices  of  salami"  handed  out. 
However,  our  other  friend,  NEER  [sic],  will 
also  be  present.  We  sense  strongly  .  .  .  that  he 
is  unilaterally  providing  additional  arms  as  an 
incentive  to  the  Keesh  Island.  I  have  briefed 
Ed  Juchniewicz  on  the  above.  I  tried  to  get  into 
McMahon,  but  he  did  not  have  time.  I  will  be 
back  Saturday  pm  and  will  give  you  a  ring. 
What  we  may  be  facing  is  evidence  that  [the 
Secord  Iranian  Official]  does  not  have  the  au- 
thority in  Tehran  to  make  it  work.  [Emphasis 
added.  1 


Cave  Joins  the  Team 

By  March  5,  the  CIA  prevailed  in  its  bid  to 
have  intelligence  professional  George  Cave 
replace  Hakim  as  the  interpreter.  At  CIA 
Headquarters  that  day,  Cave  was  briefed  by 
DC/NE,  George,  and  Allen.  DC/NE  asked 
Cave  if  he  would  travel  to  Tehran  to  trans- 
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late  during  a  meeting  with  the  Iranian 
Speaker  of  Parliament,  Rafsanjani.  Cave  had 
prior  experience  with  Ghorbanifar  and  had 
been  involved  in  the  1984  decision  to  issue  a 
worldwide  "burn  notice"  on  him.  Cave  was 
appalled  that  a  sensitive  operation  would  de- 
pend so  heavily  on  a  man  with  a  long  record 
of  self-serving  lies  and  distortions.  Cave  was 
equally  concerned  that  the  Israelis  had  such 
a  prominent  role  in  the  affair,  because  Israeli 
and  American  goals  in  the  region  were  not 
always  compatible. 

North,  DC/NE,  and  Cave  flew  to  Paris  on 
March  7  to  meet  with  Ghorbanifar  and  Nir. 
Ghorbanifar  told  the  Americans  that  the 
Second  Iranian  Official's  internal  political 
position  had  not  been  improved  by  the 
Frankfurt  meeting.  Upon  examining  their 
military  stockpiles,  Iranian  military  re- 
presentatives felt  that  they  needed  no  addi- 
tional TOWs;  instead,  they  wanted  the 
Americans  to  sell  them  240  types  of  spare 
parts  to  repair  the  HAWK  missiles  in  Iran's 
stocks.  Nir  encouraged  the  U.S.  delegation 
to  pursue  this  avenue,  contending  that  such 
a  sale  would  result  in  the  release  of  all 
American  hostages.  Before  concluding  the 
Paris  meeting,  Ghorbanifar  told  the  Ameri- 
cans that  the  Kish  Island  site  was  unaccept- 
able to  the  Iranians,  who  would  agree  only  to 
meet  in  Tehran.  The  altered  meeting  site 
created  further  delays. 

North's  notes  of  the  Paris  meeting  reflect 
fear  that  his  channel  to  Iran  might  be  seri- 
ously flawed.  He  commented  that  all  prior 
effort  focused  on  the  purchase  of  arms  rather 
than  political  change  and  that  "we  cannot 
verify  that  there  is  anyone  else  in  G.O.Ir 
[Iran]  aware  or  even  interested  in  talking  to 
USG."  In  spite  of  these  concerns,  North  con- 
tinued to  pursue  the  plan. 

In  a  report  for  Casey  after  the  Paris  meet- 


ing, Cave  addressed  several  points  raised  by 
Ghorbanifar  during  the  meeting.  The  last 
paragraph  set  forth  Ghorbanifar's  suggestion 
to  divert  profits  from  the  sale  of  arms  to  Iran 
to  aid  the  Contras:  "He  also  proposed  that 
we  use  profits  from  these  deals  and  others  to 
fund  [other  operations].  We  could  do  the 
same  with  Nicaragua."  Charles  Allen  read 
Cave's  memorandum,  but  dismissed  the 
statement  as  a  typically  expansive  remark  by 
Ghorbanifar.  Yet,  this  was  not  the  first  time 
that  Allen  had  learned  that  Ghorbanifar  was 
attempting  to  use  North's  interest  in  the 
Contras  to  "sweeten  the  pot"  for  the  Ameri- 
cans. During  a  meeting  between  Allen  and 
Ghorbanifar  in  January  1986,  Ghorbanifar 
had  mentioned  the  possibility  of  using  mo- 
nies generated  from  various  projects  to  aid 
"Ollie's  boys  in  Central  America." 

New  Doubts  About  Ghorbanifar 

After  the  Paris  meeting,  North  became  increas- 
ingly frustrated  with  Ghorbanifar.  In  memos,  he 
wondered  whether  the  Iranians  Ghorbanifar  had 
contacted  were  interested  only  in  personal  gain 
and  arms  sales.  Allen  and  others,  however,  re- 
mained convinced  that  Ghorbanifar  was  the  sole 
channel,  and  Cave  quoted  the  Israelis  as  saying 
he  would  "blow  the  whole  thing"  if  he  were 
pushed  out. 

Ghorbanifar  realized  that  the  meeting  be- 
tween the  Americans  and  the  Second  Iranian 
Official  had  rendered  him  superfluous.  After 
the  Frankfurt  meeting  in  late  February, 
Hakim  had  called  the  Iranian  official  to  rec- 
ommend that  Ghorbanifar  be  bypassed  in 
further  negotiations.  As  a  result,  at  the  early 
March  meeting  in  Paris,  Ghorbanifar  had 
continually  emphasized  to  the  Americans 
that  he  was  essential,  a  position  he  would 
continually  restate. 
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To  placate  Ghorbanifar,  North  invited 
him  to  Washington  in  late  March.  In  a  tele- 
phone call  several  days  prior  to  Ghorbani- 
far's  arrival,  Nir  told  Allen  of  Ghorbanifar's 
concerns  and  advised  that  any  attempt  to 
eliminate  Ghorbanifar  from  the  negotiations 
was  "unwise  .  .  .  because  of  the  hold  that 
[Ghorbanifar]  has  over  the  [Second  Iranian 
\      Official]." 

While  Nir  was  promoting  Ghorbanifar  to 
the  CIA,  Nir  and  North  were  discussing  how 
to  divide  up  the  profits  from  the  sale  of 
HAWK  spare  parts.  An  entry  in  North's 
notebooks  related  a  conversation  with  Nir: 
"price  data  on  240  .  .  .  timing  per  acquisition 
. . .  need  to  know  residuals  on — price  per  unit 
($6068),  price  in  Aaron's  place,  how  much  is 
left  for  use  by  Israelis."  "Aaron"  was  the 
code  name  for  DOD  official  Noel  Koch; 
"Aaron's  place"  was,  presumably,  the  Penta- 
gon. The  conversation  reflects  the  Israelis' 
desire  to  know  how  much  of  the  residuals 
would  be  available  to  finance  the  Israelis' 
purchase  of  the  504  replacement  TOWs. 

Ghorbanifar  Visits  Washington 

On  April  2,  1986,  Ghorbanifar  and  an  Israeli 
official  met  in  London  to  discuss  financial 
arrangements  for  shipping  the  HAWK  spare 
parts.  Ghorbanifar  flew  to  Washington  the 
next  day  and  met  with  the  CIA  Chief  of  the 
Near  East  Division  (C/NE)  Cave,  and  North 
at  a  hotel  in  Herndon,  Virginia.  They  dis- 
cussed the  availability  of  the  HAWK  spare 
parts  on  the  list  that  Ghorbanifar  had  earlier 
supplied.  CIA  logistics  personnel  then  at- 
tempted to  locate  the  items,  many  of  which 
were  not  in  production  or  not  available. 

C/NE  remembered  Ghorbanifar  saying 
that  the  Iranians  had  agreed  to  release  all 
American  hostages  as  soon  as  the  U.S.  dele- 


gation arrived  in  Tehran.  Based  on  Ghor- 
banifar's prior  performance,  the  CIA  officers 
were  skeptical.  Two  days  later,  Cave  drove 
Ghorbanifar  to  Dulles  International  Airport 
outside  Washington.  During  the  drive,  Cave 
reminded  Ghorbanifar  that  all  hostages  had 
to  be  released  before  any  of  the  HAWK 
spare  parts  would  be  delivered.  Cave  said 
that  Ghorbanifar  "took  the  statement  under 
advisement." 

..Following  the  April  meeting  with  Ghor- 
banifar, North  and  Nir  continued  to  discuss 
the  arms  sales  and  the  use  of  the  residuals. 
On  April  7,  North  received  an  update  on 
Nir's  most  recent  contact  with  the  Second 
Iranian  Official  and  Ghorbanifar.  Without 
further  explanation,  North  jotted  in  his  note- 
book on  that  date,  "Merchant  [Ghorbanifar] 
needs  $1.5M  from  HAWKs."  Nir  com- 
mented that  the  Second  Iranian  Official  did 
not  trust  Ghorbanifar  and  trusted  the  United 
States  even  less. 

Planning  the  Tehran  Mission 

During  March  and  April,  U.S.  planners 
considered  dispatching  an  advance  U.S. 
party  to  meet  with  Iranian  officials  equiva- 
lent to  NSC  staff  representatives.  Specifi- 
cally, Casey,  Poindexter,  and  others 
contemplated  Cave  and  North  traveling 
with  Ghorbanifar  to  Iran  in  advance  of  the 
McFarlane  visit.  Even  before  the  meeting 
had  been  moved  from  Kish  Island  to  Teh- 
ran, Cave  believed  that  an  advance  trip  was 
a  practical  step.  He  pointed  out,  "With  all 
my  Iranian  experience  and  my  distrust  for 
Ghorbanifar,  I  thought  there  was  an  awful 
lot  of  personal  risk  in  us  going  in  [to  Teh- 
ran without  an  advance  trip]." 

Secord  later  reflected  that  a  trip  without 
advance  work  was  a  mistake: 
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It  was  strongly  recommended  by  three  of  us — 
Nir,  myself,  and  North — were  all  recommend- 
ing that  a  preparatory  meeting  take  place. 
There  was,  after  all,  as  far  as  I  knew,  no  agenda 
agreed  to  for  this  meeting  (McFarlane's),  and 
so  it  seemed  to  me  at  least — and  I  think  to  the 
others — to  be  not  well  organized.  In  fact,  I 
have  been  to  many,  many  international  meet- 
ings, and  I  don't  think  I  have  ever  been  to  one 
where  there  wasn't  some  preparatory  work 
done  in  advance. 

Poindexter  ruled  out  the  possibility  of  an 
advance  trip  by  North  and  others,  claiming 
"that  was  more  dangerous  and  that  if  we  had 
a  more  senior  person  there  with  the  group 
that  there  was  less  risk  to  the  whole  group." 
According  to  North,  Poindexter's  view  was 
echoed  by  Director  Casey,  who  argued: 

This  advance  trip  is  so  hidden,  we  are  going  to 
use  non-U. S.  Government  assets  throughout, 
European  or  Middle  Eastern  airlines,  no  U.S. 
Air  registration,  air  flights.  You  might  never 
be  heard  from  again.  The  Government  might 
disavow  the  whole  thing. 


North's  Diversion  Memorandum 

Around  April  4,  1986,  North  prepared  an 
extensive  report  for  Poindexter  entitled  "Re- 
lease of  American  Hostages  in  Beirut."  In  the 
memorandum,  North  summarized  the  Iran 
initiative,  beginning  with  a  June  1985  meet- 
ing between  certain  "private  American  and 
Israeli  citizens."  Under  the  report's  subhead- 
ing, "Current  Situation,"  North  detailed  the 
agreement  reached  at  the  most  recent  meet- 
ing between  Ghorbanifar  and  U.S.  officials: 

Subject  to  Presidential  approval,  it  was 
agreed  to  proceed  as  follows: 


—  By  Monday,  April  7,  the  Iranian  Govern- 
ment will  transfer  $17  million  to  an  Isra- 
eli account  in  Switzerland.  The  Israelis 
will,  in  turn,  transfer  to  a  private  U.S. 
corporation  account  in  Switzerland  the 
sum  of  $15  million. 

—  On  Tuesday,  April  8  (or  as  soon  as  the 
transactions  are  verified),  the  private 
U.S.  corporation  will  transfer  $3.65 1  mil- 
lion to  a  CIA  account  in  Switzerland. 
CIA  will  then  transfer  this  sum  to  a  cov- 
ert Department  of  the  Army  account  in 
the  U.S. 

—  On  Wednesday,  April  9,  the  CIA  will 
commence  procuring  $3,651  million 
worth  of  HAWK  missile  parts  (240  sepa- 
rate line  items)  and  transferring  these 
parts  to  [a  CIA  storage  facility].  This 
process  is  estimated  to  take  seven  work- 
ing days. 

The  "Current  Situation"  section  included  a 
timetable  that  placed  McFarlane  and  his 
team  of  negotiators  in  Tehran  on  April  19  to 
meet  with  Rafsanjani.  It  also  forecast  that  all 
of  the  American  hostages  would  be  released 
sometime  following  sequential  arms  deliver- 
ies to  Iran. 

Under  a  second  subheading,  "Discus- 
sion," North  listed  nine  points  to  be  dis- 
cussed with  the  Iranian  Government 
through  Ghorbanifar.  The  nineth  topic  fol- 
lows: 

—  The  residual  funds  from  this  transaction 
are  allocated  as  follows: 

—  $2  million  will  be  used  to  purchase  re- 
placement TOWs  for  the  original  508 
sold  by  Israel  to  Iran  for  the  release  of 
Benjamin  Weir.  This  is  the  only  way  that 
we  have  found  to  meet  our  commitment 
to  replenish  these  stocks. 
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—  $12  million  will  be  used  to  purchase  criti- 
cally needed  supplies  for  the  Nicaraguan 
Democratic  Resistance  Forces.  This 
materiel  is  essential  to  cover  shortages  in 
resistance  inventories  resulting  from 
their  current  offensives  and  Sandinista 
counter-attacks  and  to  'bridge'  the  period 
between  now  and  when  Congressionally- 
approved  lethal  assistance  (beyond  the 
$25  million  in  'defensive'  arms)  can  be 
delivered. 

The  last  page  of  the  report  contained  a 
recommendation  that  the  President  approve 
the  plan: 

That  the  President  approve  the  structure  de- 
picted above  under  "Current  Situation"  and 
the  Terms  of  Reference  at  Tab  A. 


Approve. 


Disapprove. 


North  transmitted  a  PROF  message  on 
April  7  to  McFarlane  stating  that  North  had 
prepared  the  memorandum  at  Poindexter's 
request  for  "our  boss": 

Met  last  week  w/  Gorba  to  finalize  arrange- 
ments for  a  mtg  in  Iran  and  release  of  hostages 
on  or  about  19  Apr.  This  was  based  on  word 
that  he  had  to  deposit  not  less  than  $15M  in 
appropriate  acct.  by  close  of  banking  tomor- 
row .  .  .  Per  request  of  JMP  have  prepared  a 
paper  for  our  boss  which  lays  out  arrange- 
ments. Gorba  indicated  that  yr  counterpart  in 
the  T.  mtg  wd  be  Rafsanjani.  If  all  this  comes 
to  pass  it  shd  be  one  hell  of  a  show. 

During  her  testimony,  Fawn  Hall,  North's 
secretary,  expressed  familiarity  with  the 
early  April  memorandum.  She  recalled  typ- 
ing it  as  North  stood  behind  her  and  dic- 
tated. She  also  believed  that  one  of  the  drafts 


of  this  memorandum  was  edited  by  Poindex- 
ter  and  returned  to  her  for  typing  correction. 
She  testified  that  Poindexter  never  suggested 
that  the  memorandum  was  improper  in  any 
fashion  nor  did  he  ever  suggest  the  outlined 
policy  not  be  pursued.  Further,  Hall  stated 
that  her  understanding  of  the  phrase  "our 
boss"  in  the  April  7  PROF  referred  to  Presi- 
dent Reagan.  Poindexter  testified  that  he  did 
not  recall  seeing  any  memorandums  discuss- 
ing the  diversion  of  funds  to  the  Contras 
until  the  day  before  he  resigned  in  late  No- 
vember 1986. 

In  testifying  about  the  diversion  of  funds, 
North  stated  that  he  believed  his  superiors 
had  approved  all  his  actions  during  the  Iran 
initiative.  He  said  that  he  may  have  written 
as  many  as  five  or  six  memorandums  in 
which  he  asked  for  the  President's  approval 
for  the  diversion  of  profits  from  the  sale  of 
weapons  to  Iran.  North  explained  that  each 
of  the  memorandums  was  prepared  for  Presi- 
dential approval  when  a  proposed  sale  of 
weapons  to  Iran  neared  its  final  stage. 

Even  though  North  said  he  prepared  "di- 
version" memorandums  for  five  or  six  tran- 
sactions, there  were  only  three  successful 
shipments  of  arms  during  the  initiative:  "It  is 
my  recollection  I  sent  each  one  up  the  line, 
and  that  on  the  three  where  I  had  approval 
to  proceed,  I  thought  that  I  had  received 
authority  from  the  President."  North 
stressed  that,  unlike  other  memorandums  he 
had  submitted  for  Presidential  approval,  he 
never  saw  a  memorandum  about  diversion 
reflecting  the  President's  initials  in  the  "Ap- 
proval" space.  He  denied  receiving  instruc- 
tions from  Poindexter  to  discontinue  the 
drafting  of  such  memorandums. 

Poindexter's  recollection  differed  sharply. 
He  said  that  North  first  discussed  with  him 
the  idea  of  using  the  proceeds  of  the  arms 
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sales  to  support  the  Contras  in  late  January 
or  early  February  1986.  He  could  not  re- 
member ever  receiving  a  written  memoran- 
dum calling  for  the  President's  approval  and 
never  directed  North  to  prepare  such  a  mem- 
orandum. According  to  Poindexter,  he  di- 
rected North  to  put  nothing  in  writing  about 
the  diversion,  a  direction  North  denied  re- 
ceiving. Poindexter  admitted  leading  North 
to  believe  that  the  President  had  approved 
the  plan,  but  he  denied  ever  discussing  it  with 
the  President. 

Poindexter  testified  that  his  decision  not  to 
tell  North  that  he  had  hidden  the  diversion 
from  the  President  was  risky  in  light  of  his 
"plausible  deniability"  plan.  Without  Poin- 
dexter's  knowledge,  North  told  both  McFar- 
lane  and  Casey  about  the  diversion.  North's 
associate,  Robert  Earl,  also  knew.  Not  know- 
ing of  Poindexter's  supposed  plan  to  give  the 
President  "plausible  deniability,"  any  of 
them  may  have  spoken  to  the  President 
about  the  diverted  funding  for  the  Contras. 

The  diversion  to  the  Contras  was  not  the 
only  use  of  funds  that  North  had  in  mind  in 
April.  On  April  15,  he  received  a  call  from 
Nir  about  joint  covert  operations  to  be  con- 
ducted by  the  Americans  and  the  Israelis. 
According  to  North,  the  operations — named 
TH- 1  and  TH-2 — were  to  be  financed  out  of 
the  proceeds  of  the  arms  sales.  None  of  them 
progressed  beyond  the  planning  stages,  but 
North  was  prepared  to  dedicate  funds  from 
the  Enterprise  to  those  covert  operations. 


Complications 

Around  April  22,  1986,  CIA  officers  re- 
viewed information  noting  that  Ghorbanifar 
complained  bitterly  of  his  arrest  by  Swiss 
police.  Ghorbanifar  had  allegedly  funded  a 


transaction  that  violated  certain  U.S.  Fed- 
eral laws  and  was  coordinated  by  Cyrus  Ha- 
shemi, an  Iranian  arms  dealer.  This  incident 
was  the  first  these  CIA  officers  knew  of  a 
U.S.  Customs  "sting"  operation  targeting  a 
group  of  individuals  who  had  allegedly  at- 
tempted to  sell  U.S.  arms  to  Iran.  Allen 
avoided  discussing  the  subject  with  Ghor- 
banifar. However,  Allen  believed  that  the  ar- 
rest would  have  little  effect  on  the  NSC 
operation. 


NEW  DEMANDS 

In  late  April  and  early  May,  Allen  continued 
to  communicate  with  Ghorbanifar  to  gauge 
any  changes  in  Iran's  position  on  the  long- 
promised  meeting  in  Tehran.  Following  the 
February  delivery  of  1,000  TOWs,  the  Sec- 
ond Iranian  Official  had  promised  that  the 
hostages  would  be  released  if  the  Americans 
agreed  to  a  meeting  with  top-level  Iranian 
officials.  By  mid- April,  the  requirement  of  a 
sale  of  HAWK  spare  parts  was  added.  On 
April  14,  Ghorbanifar  called  Allen  with  new 
demands.  In  that  conversation,  Ghorbanifar 
relayed  an  Iranian  proposal  for  the  sequen- 
tial release  of  hostages  following  the  arrival 
of  the  Americans  in  Tehran  and  the  delivery 
of  the  spare  parts.  The  Iranians  were  with- 
drawing their  original  promise  to  release  the 
American  hostages  upon  the  arrival  of  the 
American  delegation  and  instead  demanded 
additional  arms  sales.  During  his  conversa- 
tion with  Allen,  Ghorbanifar  recommended 
that  North  reject  the  Iranian  proposal. 

The  following  day,  Allen  prepared  a  mem- 
orandum outlining  what  he  perceived  to  be 
obstacles  in  the  initiative  and  his  own  recom- 
mendations. Allen  recognized  that  unless  the 
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United  States  was  willing  to  provide  addi- 
tional weapons,  it  had  no  alternative  but  to 
wait,  a  decision  that  would  lead  to  "addi- 
tional hostages  and  threat  of  exposure."  He 
cautioned,  "Every  day  that  passes,  raises  the 
risk  of  embarrassing  disclosures."  Allen  also 
suggested  "sweetening  the  pot"  by  an  act  of 
U.S.  omission,  that  is,  permitting  the  Israelis 
to  become  an  arms  supplier  to  Iran,  a  posi- 
tion the  Israelis  were  "anxious"  to  take  be- 
cause "they  would  like  to  see  Iran  prevail." 
Allen  recognized  that  without  a  sweetener, 
the  Iranians  had  little  motivation  to  fulfill 
their  bargain  to  release  the  hostages. 

Poindexter  responded  sharply  to  the  new 
Iranian  proposal,  purporting  to  communi- 
cate the  President's  own  frustrations  with 
the  operation.  In  a  PROF  message  to  North 
written  shortly  before  a  meeting  in  Frankfurt 
among  North,  Cave,  Nir,  Ghorbanifar,  and 
the  Second  Iranian  Official,  Poindexter  is- 
sued North  specific  instructions: 

You  may  go  ahead  and  go  [to  the  meeting  in 
Frankfurt],  but  I  want  several  points  made 
clear  to  them.  There  are  not  to  be  any  parts 
delivered  until  all  the  hostages  are  free  in  ac- 
cordance with  the  plan  that  you  layed  (sic)  out 
for  me  before.  None  of  this  half  shipment  be- 
fore any  are  released  crap.  It  is  either  all  or 
nothing.  Also  you  may  tell  them  that  the  Presi- 
dent is  getting  very  annoyed  at  their  continual 
stalling.  He  will  not  agree  to  any  more  changes 
in  the  plan.  Either  they  agree  finally  on  the 
arrangements  that  have  been  discussed  or  we 
are  going  to  permanently  cut  off  all  contact.  If 
they  really  want  to  save  their  asses  from  the 
Soviets,  they  should  get  on  board.  I  am  begin- 
ning to  suspect  that  [the  Second  Iranian  Offi- 
cial] doesn't  have  such  authority. 

The  Israelis  also  came  to  believe  that  the 
Ghorbanifar  channel  might  be  doomed.  Se- 


cord  conveyed  this  message  to  North:  "I 
talked  to  Adam  [Nir]  this  a.m.  He  [is]  quite 
pessimistic  re  Gorba/[Second  Iranian  Offi- 
cial] cabal.  He  know[s]  time  is  nearly  over." 

In  mid-April,  North  wrote  in  his  note- 
books that  he  had  received  "1st  acknowl- 
edgement that  Iranians  are  committed." 
While  this  encouraged  North,  it  suggested 
that  the  American  demands  would  not  be 
met.  In  light  of  Poindexter's  concern  that  the 
Sepond  Iranian  Official  might  lack  sufficient 
authority,  the  Americans  could  not  be  cer- 
tain that  the  Iranian  delegation  would  be 
able  to  secure  the  release  of  the  hostages. 

Allen's  April  1 5  memorandum  noted  that 
one  of  Ghorbanifar's  efforts  to  have  the 
Americans  "sweeten  the  pot"  for  Iran  in- 
cluded the  sale  to  Iran  of  two  U.S.-made 
radar  systems.  Even  though  the  radars  were 
a  subject  of  prior  negotiations,  North  had 
treated  them  as  separate  from  the  spare  parts 
sale.  In  a  PROF  note  on  April  29,  North 
sought  Poindexter's  approval  to  sell  the  ra- 
dars during  the  upcoming  Frankfurt  meet- 
ing. In  the  process,  North  pressured 
Poindexter  for  an  immediate  decision  on  this 
additional  concession  to  the  Iranian  de- 
mands. 

In  contrast  to  North,  Allen  was  pessimis- 
tic about  progress  made  by  the  Second 
Iranian  Official  and  Ghorbanifar  toward  the 
release  of  American  hostages.  In  a  formal 
memorandum  to  Casey  on  May  5,  Allen  de- 
tailed his  interpretation  of  events  in  Iran: 

1.  [Most  recent  information]  suggests  that  the 
White  House  initiative  to  secure  release  of 
American  hostages  in  Lebanon  remains  dead 
in  the  water.  We  surmise  .  .  .  that  [the  Second 
Iranian  Official]  is  unable  to  provide  the  assur- 
ances and  to  make  the  arrangements  de- 
manded by  our  side.   Ghorbanifar  has  not 
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deposited  the  funds  necessary  to  move  the 
spare  parts. 

2.  We  believe  that  the  Iranian  government  has 
not  been  able  to  convince  the  holders  of  the 
hostages  to  release  them  to  Iranian  custody. 
This  belief  is  fortified  by  the  experience  of  [an- 
other government].  Ghorbanifar's  failure  to 
deposit  the  necessary  funds  indicates  that  he 
has  doubts  about  [the  Second  Iranian  Offi- 
cial's] ability  to  obtain  the  release  of  the  hos- 
tages. Ghorbanifar  is  in  a  bind  and  he  knows 
that  once  he  deposits  the  money  he  cannot  get 
it  back.  He  also  is  aware  that  we  have  insisted 
that  the  spare  parts  will  [be]  delivered  eight 
hours  after  the  release  of  the  hostages  and  only 
after  the  release  of  the  hostages. 

In  February,  Poindexter  told  Secretary  Shultz  of 
plans  for  a  high-level  meeting  in  Iran.  He  did  not 
mention  that  arms  deliveries  were  on  the  agenda. 
In  March,  Poindexter  said  the  meeting  was  off. 
But  two  months  later  the  State  Department  heard 
rumors  about  the  ongoing  Iran  weapons  deal 
from  an  unlikely  source:  the  American  Embassy 
in  Britain.  In  May,  Nir,  Ghorbanifar,  and  the 
Saudi  businessman  Adnan  Khashoggi  invited  a 
British  entrepreneur,  Tiny  Rowlands,  to  partici- 
pate in  a  U.S.-endorsed  plan  to  sell  arms  to  Iran. 
Rowlands  queried  an  Embassy  official,  who  im- 
mediately cabled  Shultz  at  the  Tokyo  summit. 
Shultz  first  found  Regan,  who  was  surprised. 
Shortly  afterward,  Poindexter  told  the  Secre- 
tary, "This  is  not  our  deal."  Poindexter  then 
wrote  North  about  the  incident,  saying  of  Nir: 
"We  really  can't  trust  those  SOB's." 

Another  Meeting  in  London 

On  May  6,  North,  Nir,  Cave,  and  Ghorbani- 
far met  at  the  Churchill  Hotel,  London.  The 
meeting  focused  on  pricing  of  the  spare  parts 
shipment.  Cave  denied  discussing  the  issue, 
noting  that  North,  Nir,  and  Ghorbanifar 
were  always  careful  to  exclude  him  from 
such  conversations. 


In  discussing  the  upcoming  meetings  in 
Tehran,  Ghorbanifar  named  Iranian  Gov- 
ernment representatives  whom  the  Second 
Iranian  Official  said  would  meet  the  Ameri- 
can delegation:  Prime  Minister  Musavi, 
Speaker  Rafsanjani,  and  President  Khameni, 
with  a  possible  visit  by  the  Imam's  son, 
Ahmed  Khomeini. 

Cave  had  his  first  telephone  conversation 
with  the  Second  Iranian  Official  while  he  was 
in  London.  He  described  a  "major  snag"  that 
arose  regarding  the  sequence  of  the  spare 
parts  delivery.  The  Second  Iranian  Official 
was  allegedly  adamant  that  all  the  parts  be 
delivered  simultaneously  with  the  arrival  of 
McFarlane  in  Tehran.  The  Second  Iranian 
Official  finally  agreed  that  when  the  Ameri- 
can delegation  arrived  in  Tehran  with  as 
many  spare  parts  as  the  aircraft  could  hold, 
an  Iranian  delegation  would  be  dispatched  to 
Lebanon  to  barter  for  the  release  of  the  hos- 
tages. When  the  hostages  were  released,  the 
remaining  spare  parts  were  to  be  delivered. 
An  Israeli  present  during  the  meeting  later 
confirmed  this  agreement. 

Once  again,  the  American  position  had 
slipped.  Poindexter's  firm  resolve  only  weeks 
earlier  to  refuse  to  deliver  any  parts  until  the 
hostages  were  released  had  eroded.  The 
Iranians  were  insisting  on  complete  delivery 
and  the  American  negotiators  began  to  re- 
lent. 

Cave  Becomes  Concerned  About  Pricing 

Several  days  following  the  London  meeting, 
Cave  received  information  that  he  claimed 
was  the  first  time  he  had  heard  of  price  ma- 
nipulation by  Ghorbanifar.  Cave  recalled 
his  shock  when  he  learned  of  Ghorbanifar's 
exorbitant  price.  Concerned  that  such  pric- 
ing could  jeopardize  the  operation,  Cave 
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approached  North.  Cave  said  that  North 
expressed  alarm  at  the  price  and  may  have 
indicated  that  he  would  speak  to  Nir  about 
it. 

According  to  Cave,  Ghorbanifar's  pricing 
of  the  May  shipment  was  confusing.  During 
the  May  meeting  in  London,  Ghorbanifar 
complained  about  having  spent  $  1  million  of 
his  own  money  to  support  the  NSC  opera- 
tion. This  complaint,  coupled  with  CIA's 
knowledge  of  Ghorbanifar's  legal  concerns 
following  his  arrest  and  probable  loss  of 
funds  through  the  U.S.  Customs  "sting"  ope- 
ration, caused  some  CIA  participants  to  con- 
clude that  Ghorbanifar  was  simply  trying  to 
raise  as  much  money  as  possible  from  the 
transaction.  C/NE  rationalized  that  the 
price  of  the  radars,  an  additional  $6.2  mil- 
lion, could  have  accounted  for  the  inflated 
figure.  According  to  their  testimony,  neither 
C/NE,  Cave,  nor  Allen  associated  the  in- 
flated price  with  an  effort  by  North  and  oth- 
ers to  obtain  profits  in  support  of  Contra 
activities. 

During  March  and  April  the  intelligence 
information  gathered  on  the  initiative  was 
available  to  a  restricted  group  at  the  CIA. 
Cave  routinely  examined  the  information, 
which  was  controlled  by  National  Intelli- 
gence Officer  Charles  Allen.  Casey,  Gates, 
Clair  George,  C/NE,  and  the  Chief/Iran 
Branch  were  among  others  to  whom  the  in- 
telligence reports  were  disseminated.  At  least 
three  reports  showed  that  the  Iranians  were 
paying  an  exorbitant  price  for  the  spare 
parts.  Information  showed  an  attempt  by  the 
Second  Iranian  Official  and  Ghorbanifar  to 
raise  $2 1  million  to  purchase  the  two  radars 
and  over  $20  million  for  the  spare  parts. 
Seven  highly  placed  CIA  officials  thus  had 
access  to  information  that  showed  a  huge 
mark  up  in  the  price  of  the  spare  parts  and 


radar  shipments.  Yet  all  of  them  denied 
suspecting  a  diversion  of  funds  until  much 
later. 


THE  MEETING  IS  SET 

By  May  6,  North  told  Poindexter  that  he  had 
achieved  what  Poindexter  demanded — all 
hostages  would  be  released  before  the  parts 
were  delivered.  He  reported  this  to  Poindex- 
ter in  a  hopeful  PROF  note: 

I  believe  we  have  succeeded.  Deposit  being 
made  tomorrow  (today  is  a  bank  holiday  in 
Switzerland).  Release  of  hostages  set  for  19 
May  in  sequence  you  have  specified.  Specific 
date  to  be  determined  by  how  quickly  we  can 
assemble  requisite  parts.  Thank  God — he  an- 
swers prayers.  V/R,  North. 

On  May  12,  C/NE  had  advised  the  CIA 
Office  of  Finance  that  they  should  expect  a 
deposit  of  $  1 3  million  to  the  CIA  account  in 
Switzerland.  The  deposit  would  allow  the 
CIA  to  purchase  the  240  HAWK  spare  parts 
and  two  radars  from  DOD.  Two  days  later, 
C/NE  changed  the  amount  the  Office  of  Fi- 
nance should  expect  to  $10  million.  Finally, 
on  May  16,  1986,  the  CIA  Swiss  account 
received  a  deposit  of  $6.5  million  from 
"Hyde  Park  Square."  C/NE  advised  North 
of  the  deposit  and  recalled  North's  com- 
ments: "Yes,  6.5.  is  in  and  the  remaining  6.5 
is  going  to  come  later  [for  the  radars]." 
Iranian  funds  were  never  sent  for  the  radars. 
Additionally,  C/NE  was  not  certain  of  ar- 
rangements to  pay  for  the  508  TOWs  and 
had  assumed  that  the  Israeli  Government 
handled  that  expense  in  a  separate  transac- 
tion. 
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The  National  Security  Planning 
Group  Meeting 

Also  on  May  16,  Poindexter  and  North  at- 
tended a  National  Security  Planning  Group 
meeting  chaired  by  the  President.  They  dis- 
cussed solicting  financial  support  from  third 
countries  to  support  the  Nicaraguan  Resist- 
ance. Poindexter  recalled  that  Secretary  of 
State  Shultz  said  that  Congress  would  proba- 
bly not  renew  funding  for  the  Contras  as 
early  as  Administration  officials  had  hoped. 
To  develop  "bridge  funding"  for  the  Con- 
tras, Poindexter  asked  Secretary  Shultz  to 
prepare  a  list  of  countries  for  the  President  to 
consider  for  solicitation. 

Following  the  meeting,  Poindexter  re- 
ceived a  PROF  message  from  North  declar- 
ing, "There  is  now  $6M  available  to  the 
resistance  forces."  This  message  was  sent  the 
same  day  one  of  the  Enterprise's  Swiss  ac- 
counts received  a  deposit  toward  the  pur- 
chase of  spare  parts.  Poindexter  testified  that 
he  understood  the  $6  million  had  come  from 
the  diversion;  however,  the  National  Secu- 
rity Adviser  claimed  he  did  not  tell  the  Presi- 
dent of  the  sudden  availability  of  "bridge 
funds."  Generally,  according  to  Poindexter, 
when  opportunities  arose  for  him  to  discuss 
the  diversion  with  President  Reagan,  he  av- 
oided doing  so  in  order  to  permit  the  Presi- 
dent to  be  able  to  deny  knowledge  of  the 
issue.  Poindexter  claimed  that  he  never 
volunteered  to  the  President  that  diverted 
funds  were  available  to  "bridge"  the  Contra 
financial  requirements. 


Final  Planning  for  Tehran 

With  the  1-week  delay  in  receiving  the  de- 
posit from  Ghorbanifar,  participants  in  the 


initiative  adjusted  their  schedules.  North 
notified  Poindexter  on  May  17  of  travel  plans 
for  the  Americans  going  to  Tel  Aviv  and 
Tehran. 

On  May  22,  a  Southern  Air  Transport  707 
airplane  delivered  1 3  pallets  of  HAWK  mis- 
sile spare  parts  to  Israel.  The  following  day, 
Southern  Air  Transport  flight  crews  arrived 
in  Israel  for  the  trips  to  Tehran. 

On  May  24,  a  second  707  arrived  in  Israel 
with  508  TOW  missiles  to  replace  the  Israeli 
arms  issued  to  Iran  in  1985.  After  an  exami- 
nation by  Israeli  Defense  Force  personnel, 
the  weapons  were  judged  to  be  in  "poor  con- 
dition" and  were  rejected.  One  pallet  of 
HAWK  parts  and  the  Tehran  delegation  de- 
parted on  May  25  aboard  a  disguised  Israeli 
Government  aircraft.  Another  Israeli  plane 
loaded  with  the  remaining  12  pallets  of 
HAWK  spare  parts  was  ready  for  immediate 
departure  to  Tehran. 


U.S.  War  Readiness  Suffers 

The  CIA  obtained  the  13  pallets  of  HAWK 
missile  spare  parts  using  much  the  same 
procedures  employed  to  obtain  the  TOWs  a 
few  months  earlier.  Once  again,  the  usual 
method  of  dealing  with  CIA  requests  for 
weapons  from  DOD  was  ignored.  Bypassing 
the  system  in  February  created  a  large 
enough  pricing  error  to  make  the  diversion 
of  excess  profits  feasible.  Bypassing  the  sys- 
tem in  obtaining  the  HAWK  spare  parts  was 
equally  serious,  this  time  affecting  U.S.  war 
readiness. 

When  the  Army  received  from  the  CIA 
the  list  of  HAWK  spare  parts  the  Iranians 
were  demanding,  Major  Simpson  began  to 
fill  the  order.  But  the  Iranians  had  prepared 
the  list  using  outdated  documents  and  obso- 
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lete  stock  numbers,  making  it  difficult  for  the 
Army  to  identify  the  parts;  indeed,  HAWK 
Project  officials  could  not  identify  1 1  of  the 
items  on  the  list. 

Out  of  148  items,  only  99  existed  in  the 
Army's  stocks  in  sufficient  quantities  such 
that  the  transfer  to  Iran  would  have  no  readi- 
ness impact.  In  the  case  of  15  items,  Army 
stocks  would  be  completely  depleted  if  the 
Army  provided  all  quantities  requested.  Sup- 
plying 11  items  would  have  depleted  more 
than  half  the  available  stocks. 

Simpson  was  able  to  adjust  the  quantities 
on  many  of  the  items  requested.  On  April  23, 
however,  he  instructed  his  subordinates  to 
ship  all  of  the  items  on  the  revised  list.  Readi- 
ness impact  remained  critical  for  10  to  12  of 
the  parts.  The  parts  were  ordered  to  be 
shipped  even  though  U.S.  HAWK  missile 
batteries  would  be  deficient  if  they  were 
needed. 

The  availability  of  one  part  was  particu- 
larly acute.  The  Iranians  had  requested  a 
quantity  of  one  particular  part  used  in  the 
HAWK  radar.  If  the  part  fails,  the  system 
does  not  work;  if  there  are  no  replacements, 
the  system  remains  useless.  The  Army  had 
only  a  limited  supply  of  this  part.  Shipping 
the  parts  would  put  the  readiness  impact  in 
the  "high  risk"  category.  Simpson  protested 
to  his  superiors  that  the  Army's  stock  of 
this  part  could  not  be  depleted.  The  CIA 
insisted  on  delivery,  and  all  of  the  parts 
were  shipped.  U.S.  readiness  was  thus  ad- 
versely affected. 


CONCLUSION 

The  President's  decision  to  sign  the  Finding 
in  mid- January  1986  carried  with  it  a  deci- 


sion not  to  notify  Congress  of  the  covert  ope- 
ration. As  the  participants  recalled,  the 
scheme  contemplated  a  quick  sale  of  weap- 
ons and  an  immediate  release  of  all  the 
hostages.  Indeed,  the  memorandum  accom- 
panying the  Presidential  Finding  provided 
that  the  initiative  would  be  closed  down  if 
the  hostages  were  not  released  after  the  first 
1,000  TOWs  were  sold. 

By  the  end  of  May,  the  Americans  had 
seen  one  pledge  after  another  evaporate. 
When  the  first  sales  took  place  in  mid-Febru- 
ary they  were  not  followed  by  a  hostage  re- 
lease. Iran  was  subsequently  rewarded  with 
the  promise  of  the  sale  of  HAWK  parts,  but 
the  Americans  insisted  that  all  the  hostages 
first  had  to  be  released.  That  American  de- 
mand was  abandoned  as  well,  however,  as 
the  McFarlane  delegation  prepared  for  their 
trip  to  Tehran  in  an  airplane  containing  a 
quantity  of  HAWK  spare  parts. 

While  freedom  for  American  hostages  had 
not  materialized,  a  funding  mechanism  to 
support  various  clandestine  programs  was 
flourishing.  By  the  time  McFarlane  and 
North  were  preparing  for  their  journey  to 
Tehran,  part  of  the  profits  obtained  from  the 
sale  to  Iran  of  both  the  TOW  missiles  and  the 
HAWK  spare  parts  had  been  diverted  to 
support  the  Nicaraguan  Resistance  move- 
ment. The  remainder  of  the  profits  were 
stored  in  secret  Swiss  bank  accounts  to  sup- 
port "off-the-shelf '  clandestine  operations. 

A  chapter  footnote  says  the  Committees  learned 
that  the  NSC  was  preparing  to  sell  Iran  two  ra- 
dars the  Shah  of  Iran  had  already  paid  for  years 
earlier.  The  radars,  valued  at  $6.3  million,  had 
been  kept  in  a  warehouse  because  of  the  arms 
embargo  against  Iran.  When  Iran  failed  to  come 
up  with  the  money  for  this  purchase,  the  idea  was 
dropped. 
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CHAPTER  13 


Deadlock  in  Tehran 


The  Presidentially  approved  McFarlane  mis- 
sion to  Tehran  in  the  spring  of  1986,  was 
intended  to  crown  a  9-month  effort  to  free 
the  hostages  and  establish  a  dialogue  with 
Iran.  McFarlane  likened  the  mission  to 
Henry  Kissinger's  historic  secret  meeting 
with  Premier  Chou  En-lai  that  paved  the 
way  to  U.S. -China  reconciliation.  Eight 
years  after  an  Iranian  Prime  Minister,  Mehdi 
Bazargan,  was  dismissed  for  meeting  with 
President  Carter's  National  Security  Ad- 
viser, McFarlane  was  to  meet  with  Speaker 
Rafsanjani,  Prime  Minister  Musavi,  and 
President  Khamenei,  the  three  most  power- 
ful leaders  in  Iran  under  Ayatollah 
Khomeini.  What  is  more,  McFarlane  be- 
lieved that  the  hostages  were  to  be  released 
upon  his  arrival  and  that  the  HAWK  parts 
were  not  to  be  delivered  until  the  hostages 
were  safe.  Hopeful  of  success,  North  ar- 
ranged logistical  support  for  the  return  of  the 
hostages  and  prepared  a  press  kit  for  the 
White  House.  North  added  his  own  flourish: 
He  ordered  a  chocolate  cake  from  an  Israeli 
baker  as  a  gift  for  the  Iranians. 

The  Iranians  had  very  different  ideas — 
centering  on  arms  and  Da'wa  prisoners.  As 
a  result,  the  Tehran  mission  ended  in  acrimo- 


nious confrontation  with  the  hostages  still  in 
captivity. 


PREPARING  FOR  THE  MISSION 

The  American  delegation  consisted  of 
McFarlane,  North,  former  CIA  official 
George  Cave,  then-NSC  staff  member  How- 
ard Teicher,  Amiram  Nir,  adviser  to  the 
Israeli  Prime  Minister  on  combatting  terror- 
ism, and  a  CIA  communicator  who  was  to 
remain  on  the  plane  and  forward  messages 
via  secure  means  to  Poindexter  in  Washing- 
ton and  Secord  in  Tel  Aviv.  McFarlane  in- 
cluded Nir  at  the  request  of  the  Israelis  who 
viewed  this  as  a  joint  U.S. -Israeli  operation. 
All  members  of  the  delegation  used  aliases 
and  Nir  passed  himself  off  as  an  American. 

The  delegation  took  one  pallet  of  HAWK 
parts  with  them  in  the  aircraft.  The  remain- 
ing 1 1  pallets  of  parts  were  left  in  Israel  with 
Secord,  who  was  poised  to  deliver  them  upon 
the  release  of  the  hostages. 

The  Tehran  trip  was  both  an  extraor- 
dinarily heroic  and  a  very  foolish  mission  for 
McFarlane  and  his  companions.  As  the  im- 
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mediate  predecessor  of  the  National  Security 
Adviser,  McFarlane  knew  many  of  the  Na- 
tion's most  sensitive  secrets.  North  was  privy 
to  some  of  them  as  well,  as  was  Teicher.  Yet, 
the  plan  called  for  them  to  go  to  Tehran 
under  false  passports  and  pseudonyms  with- 
out even  safe  conduct  documents  from  the 
Iranian  Government.  Ghorbanifar  and  the 
Second  Iranian  arranged  the  visit.  Ghorbani- 
far was  a  private  citizen  and  the  Second 
Iranian,  was,  according  to  Ghorbanifar,  the 
person  responsible  for  the  kidnapping  of 
CIA  agent  William  Buckley.  The  Iranian 
government  had  demonstrated  during  the 
U.S.  Embassy  seizure  that  it  could  not  pre- 
vent the  holding  of  diplomats  as  hostages  by 
its  Revolutionary  Guards.  The  State  Depart- 
ment was  unaware  of  the  mission  because 
Poindexter  had  told  Shultz  back  in  March 
that  a  proposed  high-level  meeting  between 
McFarlane  and  the  Iranians  had  been  can- 
celled, never  informing  Shultz  that  it  had 
been  rescheduled.  Further,  Poindexter  had 
rejected  North's  suggestion  that  Shultz, 
Poindexter,  and  McFarlane  meet  before  the 
trip.  And  friendly  governments  with  embas- 
sies in  Iran  were  not  alerted.  McFarlane  and 
his  party  were,  in  effect,  on  their  own  in  Teh- 
ran— even  subject  to  legitimate  arrest  for  en- 
tering under  false  passports  and  with  missile 
parts. 

Moreover,  the  plan  contemplated  that 
after  the  hostages  were  freed,  McFarlane  and 
the  delegation  would  remain  in  Tehran  until 
the  promised  HAWK  parts  were  delivered. 
The  former  National  Security  Adviser  and 
ranking  members  of  the  NSC  staff  were,  in 
effect,  to  substitute  themselves  for  the  hos- 
tages. In  fact,  the  delegation  had  cause  for 
concern  during  the  negotiations  when  the 
Iranians  repeatedly  delayed  refueling  the  air- 
craft. The  original  plan  for  the  mission  en- 


tailed less  risk.  It  called  for  the  meeting  to  be 
on  Kish  Island  within  reach  of  U.S.  naval 
forces. 

Even  the  timing  of  the  trip  was  wrong.  As 
North  and  McFarlane  soon  discovered,  the 
trip  took  place  during  a  holy  period  in  the 
Islamic  calendar,  and  Muslim  officials  were 
not  fully  available.  The  Iranian  officials  had 
to  fast  throughout  the  negotiations. 


ARRIVAL  IN  TEHRAN 

The  mission  arrived  in  Tehran  on  the  morn- 
ing of  May  25  and  the  first  signs  of  failure 
were  evident  almost  immediately.  McFar- 
lane expected  to  be  greeted  at  the  airport  by 
Speaker  Rafsanjani  or  some  other  high  offi- 
cial. The  Americans  waited  more  than  an 
hour,  but  no  one  showed  up  to  greet  them. 
Then,  only  Ghorbanifar  and  the  Second 
Iranian  arrived.  McFarlane  described  his 
reactions  in  a  cable  he  sent  soon  after  arrival: 

It  may  be  best  for  us  to  try  to  picture  what  it 
would  be  like  if  after  nuclear  attack,  a  surviv- 
ing tailor  became  Vice  President;  a  recent  grad 
student  became  Secretary  of  State;  and  a 
bookie  became  the  interlocutor  for  all  dis- 
course with  foreign  countries.  While  the  prin- 
cipals are  a  cut  above  this  level  of  qualification, 
the  incompetence  of  the  Iranian  government  to 
do  business  requires  a  rethinking  on  our  part 
of  why  there  have  been  so  many  frustrating 
failure[s]  to  deliver  on  their  part. 

As  events  proved,  however,  the  Iranians 
were  tough,  competent  negotiators. 

Under  the  pre-Tehran  timetable,  no 
HAWK  parts — including  the  pallet  on  the 
plane — were  to  be  delivered  until  the  hos- 
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tages  were  freed.  But  even  before  the  Ameri- 
can delegation  left  the  airport,  the  Iranians 
had  removed  the  pallet.  The  Iranians  were 
nevertheless  disappointed,  for  the  Second 
Iranian  had  told  his  superiors  that  at  least  50 
percent — not  merely  1  out  of  12  pallets — of 
the  parts  would  be  delivered. 


The  Misunderstanding 

The  McFarlane  delegation  went  from  the 
airport  to  the  Independence  Hotel  (the  Hil- 
ton in  pre-Revolution  days),  where  the  entire 
top  floor  was  assigned  to  them.  In  4  days  of 
talks,  virtually  the  only  points  on  which  the 
Americans  and  the  Iranians  could  agree 
were  generalities  such  as  the  United  States' 
acceptance  of  the  Iranian  Revolution  and 
Iran's  sovereignty,  and  common  fear  of  the 
Soviet  Union,  including  their  intervention  in 
Afghanistan.  On  concrete  issues  such  as  the 
hostages  and  arms  sales,  the  parties  were 
poles  apart. 

In  accordance  with  his  instructions  and 
the  agreement  that  he  believed  had  been 
made  with  the  Iranians  in  Frankfurt,  McFar- 
lane insisted  that  the  hostages  be  released 
before  the  HAWK  parts  were  delivered.  The 
Iranians  took  the  opposite  position:  The 
HAWK  parts  had  to  be  delivered  first  and 
then  the  release  of  the  hostages  would  be 
negotiated.  The  Iranians  maintained  that 
they  had  not  agreed  in  Frankfurt  to  a  release 
of  the  hostages  upon  the  arrival  of  the 
McFarlane  delegation.  Yet  Poindexter  had 
rejected  the  Iranian  position  before  the  Presi- 
dent authorized  the  mission  and  had  so  in- 
structed McFarlane: 

[The  Iranian  official]  wants  all  the  HAWK 
parts    delivered    before    the    hostages    are 


released.  I  have  told  Ollie  that  we  cannot  do 
that.  The  sequence  has  to  be  (1)  meeting;  (2) 
release  of  hostages;  (3)  delivery  of  HAWK 
parts.  The  President  is  getting  quite  dis- 
couraged by  this  effort.  This  will  be  our  last 
attempt  to  make  a  deal  with  the  Iranians. 

The  Americans  made  contemporaneous 
notes  and  reports  of  the  discussions  that 
provide  a  full  account  of  what  happened  at 
Tehran.  The  key  points  are  summarized 
here. 


Days  1  and  2— Marking  Time 

For  the  first  2  days,  May  25  and  26,  no  high- 
level  Iranian  official  appeared.  The  Second 
Iranian  and  other  "third  and  fourth  level  of- 
ficials" in  the  Prime  Minister's  office  repre- 
sented Iran.  With  no  Iranian  decisionmaker 
present,  the  discussions  consisted  mainly  of 
exchanges  of  platitudes,  a  "diatribe"  by  the 
Iranians  against  the  Americans  for  not 
bringing  "enough"  HAWK  parts,  and  pro- 
tests by  McFarlane  about  the  Iranians'  fail- 
ure to  produce  the  hostages.  Ghorbanifar 
tried  to  reassure  the  U.S.  delegation  that  the 
hostages  would  be  released,  but  the  Ameri- 
cans had  lost  confidence  in  his  promises. 
McFarlane's  anger  flared.  McFarlane  re- 
garded the  meeting  with  low-level  Iranians 
as  a  waste  of  time  and  a  degrading  breach  of 
protocol.  He  stated  that  he  had  come  to 
"meet  with  Ministers."  The  Second  Iranian 
promised  to  produce  an  official  at  the  sub- 
Minister  level  but  McFarlane  was  still  dissat- 
isfied, saying: 

As  I  am  a  Minister,  I  expect  to  meet  with 
decision-makers.  Otherwise,  you  can  work 
with  my  staff. 
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True  to  his  word,  McFarlane  withdrew 
from  the  discussion  and  left  the  staff  to  meet 
with  the  Iranians,  including  the  Prime  Min- 
ister's designee,  a  member  of  the  Majlis  and 
foreign  affairs  adviser  to  Rafsanjani  (the 
"Adviser")  who  arrived  at  9:30  p.m.  on  the 
second  day  and  became  the  leader  of  the 
Iranian  delegation.  Because  the  Adviser  had 
not  attended  any  prior  meetings,  North  reite- 
rated the  U.S.  position: 

If  your  government  can  cause  the  release  of  the 
Americans  held  in  Beirut  10  hours  after  they 
are  released,  aircraft  will  arrive  with  the 
HAWK  missile  parts.  Within  10  days  of  de- 
posit [of  money],  two  radars  will  be  delivered. 
After  that  delivery,  we  would  like  to  have  our 
logistics  and  technical  experts  sit  down  with 
your  experts  to  make  a  good  determination  of 
what  is  needed. 

If  the  initial  discussions  hinted  at  the 
misunderstanding  about  the  terms  of  the 
meeting,  the  Second  Iranian  made  it  unam- 
biguous. He  rebuffed  North's  request  for  a 
meeting  between  McFarlane  and  ministers, 
saying  "We  did  not  agree  to  such  meetings 
for  McFarlane." 

North  reported  to  McFarlane  that  eve- 
ning. In  a  message  sent  to  Poindexter  that 
night  describing  the  day's  events,  McFar- 
lane, relying  on  North's  assessment,  stated 
that  the  Adviser  was  "a  considerable  cut 
above  the  Bush  Leaguers  we  had  been  deal- 
ing with." 


The  Final  Days— McFarlane 
Remains  Firm 

For  the  American  delegation  and  the  Iranian 
representatives,  May  27  was  a  long  day.  The 


discussions,  termed  "marathon"  by  Cave, 
lasted  from  10  a.m.  until  2:10  a.m.  on  May 
28.  They  began  with  North,  Cave,  and 
Teicher  holding  a  preliminary  meeting  with 
the  Adviser  and  the  other  Iranians.  The  Ad- 
viser delivered  bad  news  about  the  hostages: 

Our  messenger  in  Beirut  is  in  touch  with  those 
holding  the  hostages  by  special  means.  They 
made  heavy  conditions.  They  asked  for  Israel 
-to  withdraw  from — the  Golan  Heights  and 
South  Lebanon.  Lahad  must  return  to  East 
Beirut,  the  prisoners  in  Kuwait  must  be  freed, 
and  all  the  expeses  paid  for  hostage  taking. 
They  do  not  want  money  from  the  U.S.  Iran 
must  pay  this  money. 

The  Adviser,  held  out  hope,  however,  par- 
ticularly if  the  HAWK  parts  were  delivered. 
He  told  North  that  the  Iranians  were  nego- 
tiating to  scale  down  the  captors'  demands. 
However,  "only  a  portion  of  the  240  spare 
parts  had  been  delivered.  The  rest  should 
come.  This  is  an  important  misunderstand- 
ing. 

McFarlane  then  met  with  the  Adviser,  one 
on  one,  for  3  hours.  He  sent  a  message  to 
Poindexter  immediately  afterward  that  in- 
cluded the  following: 

He  [the  Adviser]  reported  that  Hizballah  had 
made  several  preconditions  to  the  release:  (1) 
Israeli  withdrawal  from  the  Golan:  (2)  Israeli 
withdrawal  from  Southern  Lebanon;  (3) 
Lahad  movement  into  East  Beirut;  and  (4) 
someone  (undefined)  to  pay  the  bills  the  hos- 
tages have  accumulated.  How's  that  for 
Chutzpa.  ...  He  hurriedly  added  [before  I 
unloaded  on  him]  that  these  demands  are  not 
acceptable  and  we  are  negotiating  with  them 
and  believe  that  the  only  real  problem  is  when 
you  deliver  the  items  [the  HAWK  parts  and 
the  radar]  we  have  requested. 
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I  then  carefully  recounted  .  .  .  that  he  [the 
President]  had  only  reluctantly  agreed  to  this 
meeting  under  a  very  clear  and  precise  under- 
standing of  the  arrangements.  I  then  went  over 
in  detail  what  those  arrangements  were:  1.  the 
U.S.  would  send  a  high-level  delegation  to 
Tehran.  They  would  bring  with  them  a  portion 
of  the  items  they  had  requested  and  paid  for 
(which  we  had  done);  2.  upon  our  arrival,  they 
had  agreed  to  secure  the  release  of  the  hostages 
promptly,  upon  release  of  the  hostages  to  our 
custody,  we  would  call  forward  the  balance  of 
items  that  had  been  paid  for  and  those  that  had 
not  been  paid  for  would  be  dispatched  as  soon 
as  payment  had  been  received. 


At  this  point  he  became  somewhat  agitated 
wanting  to  know  just  who  had  agreed  to  these 
terms.  (I  fingered  Gorba  and  the  Second 
Iranian).  He  stated  that  these  were  not  the 
terms  as  he  understood  them.  The  basic  dif- 
ference was  that  they  expected  all  deliveries  to 
occur  before  any  release  took  place. 


have  word  of  release  in  the  next  six  or  seven 
hours.  I  can  imagine  circumstances  in  which  if 
they  said  tonight  that  they  guarantee  the  re- 
lease at  a  precise  hour  tomorrow.  We  would 
stand  by  but  not  agree  to  any  change  in  the 
terms  or  call  the  aircraft  forward. 


My  judgment  is  that  they  are  in  a  state  of  great 
upset,  schizophrenic  over  their  wish  to  get 
more  from  the  deal  but  sobered  to  the  fact  that 
their  interlocutors  may  have  misled  them.  We 
are  staying  entirely  at  arms  length  while  this 
plays  out.  We  should  hear  something  from 
them  before  long. 

McFarlane's  threat  to  leave  had  its  in- 
tended effect.  Several  hours  later,  the  Ad- 
viser reported  that  the  Hizballah  had 
dropped  all  their  demands  except  for  the  re- 
lease of  the  Da'wa  terrorists  held  prisoner  in 
Kuwait: 

The  only  remaining  problem  is  Kuwait.  We 
agreed  to  try  to  get  a  promise  from  you  that 
they  would  be  released  in  the  future. 


He  was  obviously  concerned  over  the  very  real 
possibility  that  his  people  (Gorba  and  the  Sec- 
ond Iranian)  had  misled  him  and  asked  for  a 
break  to  confer  with  his  colleagues.  I  agreed 
noting  that  I  had  to  leave  tonight.  (Actually  I 
don't  have  to  leave  tonight  but  recognizing 
that  we  have  been  here  for  three  working  days 
and  they  have  not  produced  I  wanted  to  try  to 
build  a  little  fire  under  them.  .  .  .  ) 


I  tend  to  think  we  should  hold  firm  on  our 
intention  to  leave  and  in  fact  do  so  unless  we 


The  request  for  U.S.  intervention  with  Ku- 
wait flew  in  the  face  of  U.S.  policy.  The 
Da'wa  had  been  convicted  in  Kuwait  for  a 
number  of  terrorist  acts,  including  the  bomb- 
ing of  the  U.S.  Embassy.  Kuwait  had  stood 
up  to  threats  of  reprisal  from  Da'was  for 
imprisoning  the  terrorists,  and  the  U.S.  had 
supported  Kuwait.  The  United  States 
wanted  other  countries  to  follow  Kuwait's 
example.  American  policy  was  clear:  Terror- 
ists should  be  punished — not  freed,  as  the 
Iranians  were  now  asking. 

Accordingly,  McFarlane  offered  no  hope 
of  U.S.  intervention  with  Kuwait  on  behalf 
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of  the  convicted  Da'wa  prisoners,  saying  that 
U.S.  policy  was  to  respect  the  judicial  poli- 
cies of  other  nations. 

McFarlane  adhered  to  his  instructions. 
The  Adviser  then  tried  to  cajole  McFarlane 
to  send  the  other  HAWK  parts  prior  to  any 
hostage  release: 

Since  the  plane  is  loaded  why  not  let  it  come. 
You  would  leave  happy.  The  President  would 
be  happy.  We  have  no  guilt  based  on  our  un- 
derstanding of  the  agreement.  We  are  sur- 
prised now  that  it  has  been  changed.  Let  the 
agreement  be  carried  out.  The  hostages  will  be 
freed  very  quickly.  Your  President's  word  will 
be  honored.  If  the  plane  arrives  before  tomor- 
row morning,  the  hostages  will  be  freed  by 
noon.  We  do  not  wish  to  see  our  agreement  fail 
at  this  final  stage. 

McFarlane  responded,  "We  delivered 
hundreds  of  weapons.  You  can  release  the 
hostages,  advise  us,  and  we  will  deliver  the 
weapons."  Given  McFarlane's  firmness,  the 
Adviser  suggested  another  way  of  breaking 
the  impasse:  the  U.S.  and  Iranian  representa- 
tives should  meet  without  McFarlane  to  try 
to  formulate  an  agreement  on  the  hostages 
and  HAWK  parts,  which  could  be  presented 
to  both  sides.  McFarlane  consented  with  the 
caveat  that  "staff  agreements  must  be  ap- 
proved by  our  leaders." 

The  NSC  staff  and  the  Iranians  met  for 
several  hours  until  near  midnight.  The  group 
hammered  out  a  proposal  that  provided  that 
Secord's  aircraft  with  the  remaining  HAWK 
parts  would  take  off  for  Tehran  but  turn 
around  in  midflight  if  the  hostages  were  not 
released  by  morning. 

The  draft  agreement  said  that  while  the  U.S. 
launched  a  plane  carrying  the  remaining  spare 


parts  Iran  would  release  all  hostages  by  0400 
Tehran  time.  If  this  did  not  occur,  the  plane 
would  be  turned  around.  But  if  all  went  well,  the 
U.S.  would  also  deliver  two  radar  sets  for 
HAWK  missiles  and  set  up  a  team  of  Americans 
in  Iran  who  would  handle  secret  satellite  com- 
munications between  the  two  governments. 

The  Adviser  pressed  North  for  conces- 
sions on  the  Da'wa.  North,  more  flexible 
than  McFarlane,  proposed  a  statement  such 
as: 

The  U.S.  will  make  every  effort  through  and 
with  international  organizations,  private  in- 
dividuals, religious  organizations  and  other 
third  parties  in  a  humanitarian  effort  to 
achieve  the  release  of  and  just  and  fair  treat- 
ment for  Shi'ites  held  in  confinement  as  soon 
as  possible. 

The  Iranians  had  another  problem.  The 
Adviser  said  that  Iran  could  not  arrange  the 
release  of  the  hostages  by  4  a.m.  He  pleaded 
with  McFarlane  for  more  time.  McFarlane 
was  in  no  mood  to  compromise.  However,  he 
gave  the  Adviser  until  6:30  a.m.  to  arrange 
for  the  release  of  the  hostages.  If  the  Iranians 
did  not  guarantee  their  freedom  by  then,  the 
U.S.  delegation  would  leave  Tehran. 


Departure 

Prior  to  the  6:30  a.m.  deadline,  the  Second 
Iranian  returned  to  the  hotel  with  an  elev- 
enth-hour compromise.  He  offered  to  release 
two  hostages  immediately  and  two  more 
after  the  HAWK  parts  were  delivered. 
McFarlane  refused,  strictly  observing  his  in- 
structions that  all  the  hostages  had  to  be 
released  before  any  parts  could  be  delivered. 
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Eager  to  keep  the  Iran  initiative  alive, 
North  recommended  that  McFarlane  accept 
the  two-hostage  compromise.  He  testified 
that  McFarlane  overruled  him,  and  that  he 
"saluted  smartly  and  carried  it  out."  McFar- 
lane testified  that  North  was  so  determined 
to  accept  a  compromise  that,  while  McFar- 
lane was  asleep,  North  violated  McFarlane's 
orders  and  directed  Secord  to  send  the  plane 
from  Israel  with  the  remaining  HAWK 
parts.  Upon  awakening,  McFarlane  ordered 
the  plane,  midway  in  its  voyage,  to  return  to 
Israel.  North  denied  this  allegation,  and  con- 
tended that  McFarlane  had  approved  send- 
ing the  plane  subject  to  its  recall.  Secord 
testified  that  it  was  always  part  of  the  plan  to 
send  the  plane.  Cave  testified  that  he  was 
unaware  that  the  plane  had  taken  off.  In  any 
event,  the  6:30  a.m.  deadline  passed  without 
any  indication  that  any  hostages  had  been 
released. 

The  Iranians  made  last-minute  efforts  to 
sell  the  compromise  and  obtain  the  HAWK 
parts.  At  8  a.m.,  just  before  the  delegation 
left  the  hotel,  the  Adviser  arrived  and  re- 
peated the  two-hostage  proposal.  McFarlane 
rejected  it  out  of  hand:  "You  are  not  keeping 
the  agreement.  We  are  leaving." 

Even  at  the  Tehran  airport,  the  Second 
Iranian  tried  to  persuade  McFarlane  to 
change  his  mind.  But  there  was  no  reprieve. 
McFarlane  had  come  to  Tehran  with  in- 
structions and  on  the  understanding  that  no 
more  HAWK  parts  would  be  delivered  un- 
less all  of  the  hostages  were  freed.  He  had 
expected  the  hostages'  release  upon  his  ar- 
rival. He  had  allowed  the  Iranians  to  tempo- 
rize for  3  days.  He  once  again  rejected  the 
last-minute  compromise  and  ordered  the 
plane  airborne.  As  McFarlane  left,  he  asked 
the  Second  Iranian  to  tell  his  "superiors  that 
this  was  the  fourth  time  that  they  had  failed 


to  honor  an  agreement.  The  lack  of  trust  will 
endure  for  a  long  time." 

The  plane  left  Tehran  at  8:55  a.m.  and 
landed  in  Tel  Aviv  several  hours  later.  Dur- 
ing the  layover  there,  North  consoled 
McFarlane  with  the  news  that  the  efforts 
with  Iran  had  produced  one  benefit:  some  of 
the  proceeds  of  the  arms  sales  were  being 
used  for  the  Contras.  McFarlane  assumed 
that  Poindexter  had  approved  this  use  of  the 
money,  and  that,  because  of  the  magnitude  of 
the  decision,  it  was  not  something  that  Poin- 
dexter would  have  undertaken  on  his  own 
authority.  McFarlane  testified  that  he,  there- 
fore, never  raised  the  "diversion"  with  Poin- 
dexter or  the  President  when  he  reported  on 
the  trip. 


WHY  THE  TEHRAN  MISSION  FAILED 

The  participants  had  different  explanations 
for  why  the  Tehran  mission  failed.  Secord 
testified  that  McFarlane,  who  had  demon- 
strated firmness,  was  responsible  for  the  fail- 
ure by  insisting  on  release  of  all  the  hostages: 

But  as  far  as  I  know  and  this  will  surprise  some 
people  I  guess,  but  as  far  as  I  know,  there  was 
no  Iranian  agreement  to  produce  all  the  hos- 
tages at  the  time  of  the  meeting  in  Tehran 
...  I  don't  know  how  exactly  that  expectation 
got  into  McFarlane's  head. 

Hakim,  who  had  been  the  interpreter  at 
Frankfurt,  agreed: 

I  cannot  recall  any  time  that  was  spoken  that 
all  hostages  would  be  released.  That  must  have 
been  [a]  misconception  by  someone  at  some- 
time somewhere. 
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McFarlane  testified  that  he  was  "sur- 
prised" at  Secord's  statement:  "[I]n  talking 
to  my  own  staff  at  the  time,  Colonel  North 
and  others,  all  of  them  reconfirmed,  yes,  we 
do  expect  and  have  all  along  the  complete 
release  of  the  hostages."  And  North's  mes- 
sages and  reports  to  Poindexter  before  the 
Tehran  mission  confirm  that  the  President 
and  Poindexter  shared  that  understanding. 
Indeed,  in  conveying  the  President's  ap- 
proval for  the  mission,  Poindexter  made 
clear  to  North  that  he  would  tolerate  no 
more  backing  down  on  the  conditions.  He 
wrote  North  more  than  a  month  before  the 
trip: 

You  may  go  ahead  and  go,  but  I  want  several 
points  made  clear  to  them  [the  Iranians]. 
There  are  not  to  be  any  parts  delivered  until  all 
the  hostages  are  free  in  accordance  with  the 
plan  that  you  layed  out  for  me  before.  None  of 
this  half  shipment  before  any  are  released  crap. 
It  is  either  all  or  nothing.  Also  you  may  tell 
them  that  the  President  is  getting  very  an- 
noyed at  their  continued  stalling. 

North  and  Cave  blamed  the  misunder- 
standing, and  the  consequent  failure  of  the 
mission,  on  Ghorbanifar.  North  testified  that 
"it  turns  out  that  the  Iranians  did  not"  agree 
to  the  release  of  all  the  hostages,  even  though 


Ghorbanifar  said  they  had.  In  his  report  on 
the  trip,  Cave  stated  that  Ghorbanifar  was  a 
"dishonest  interlocutor,"  who  "gave  each 
side  a  different  picture  of  the  structure  of  the 
deal."  But  Cave  was  confident  that  greed 
would  overcome  the  problems,  and  he  fa- 
vored continuing  the  initiative:  "Since  both 
Gorba  and  the  Second  Iranian  stood  to  make 
a  lot  of  money  out  of  the  deal,  they  presuma- 
bly will  work  hard  to  bring  it  off." 

Based  on  long  experience  with  Iranians, 
Cave  was  not  wholly  optimistic.  He  detected 
in  the  Tehran  discussions  a  new  dimension  to 
the  problem.  He  concluded  that  the  Kuwai- 
tis held  the  key  to  the  impasse,  and  that  the 
American  hostages  would  not  be  released 
until  Kuwait  released  the  Da'wa  prisoners. 
He  grounded  his  conclusion  on  the  indepen- 
dence of  the  hostage-holders  in  Lebanon. 
Until  then,  he  believed  that  the  Hizballah 
would  not  release  all  the  hostages.  The  Iran 
initiative  now  threatened  to  move  from  an 
arms-for-hostage  exchange  to  an  arms-and- 
prisoners-for-hostages  trade. 

A  chapter  footnote  says  North  testified  that 
Casey  told  him  to  be  prepared  to  take  his  own  life 
with  a  suicide  pill  if  he  went  to  Tehran.  But  Cave, 
the  retired  CIA  officer  brought  into  the  initiative, 
said  he  did  not  have  a  poison  pill  himself  and 
knew  of  no  one  in  the  delegation  who  did. 
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CHAPTER  14 


"Taken  to  the  Cleaners": 
The  Iran  Initiative 
Continues 


The  United  States  had  taken  a  firm  position 
in  Tehran.  Although  offered  two  hostages, 
McFarlane  had  refused  to  deliver  the  re- 
maining HAWK  parts  unless  all  the  hostages 
were  released  first.  But  this  was  to  be  the  last 
show  of  toughness  by  the  United  States:  just 
2  months  later,  the  United  States  delivered 
the  same  HAWK  parts  after  obtaining  the 
release  of  only  one  hostage. 

The  Iran  initiative  continued  until  public 
reaction  following  its  exposure  in  November 
1986  forced  its  cancellation.  Before  then, 
some  of  the  players  had  changed:  a  new 
channel  to  Iran  (the  "Second  Channel")  with 
a  new  Iranian  emissary  was  found;  Nir  was 
cut  out  of  the  negotiations;  and  Secord  and 
Hakim  took  his  place.  More  missiles  were 
sent  to  Iran,  where  they  went  to  the  radical 
Revolutionary  Guard.  But  fundamental 
problems  remained,  and  the  Second  Channel 
turned  out  to  represent  the  same  Iranian 
leaders  as  did  the  First  Channel.  In  the  end, 
the  United  States  secured  the  release  of  an- 
other hostage  but  three  more  were  seized,  at 
least  one  allegedly  at  the  instigation  of  one  of 


*"Our  guys  .  .  .  they  got  taken  to  the  cleaners."  Secretary  of 
State,  George  P.  Shultz,  testifying  at  the  public  hearings. 


the  Iranians  with  whom  the  U.S.  negotiators 
had  dealt  earlier.  Despite  this,  however,  the 
U.S.  negotiators  agreed  not  only  to  sequen- 
tial release  of  the  hostages  but  also  to  seeking 
the  freedom  of  the  convicted  Da'wa  terror- 
ists from  prison  in  Kuwait. 


THE  BARTERING  CONTINUES 

The  deadlock  in  Tehran  did  not  end  Ma- 
nucher  Ghorbanifar's  role  as  an  intermedi- 
ary. A  strange  interdependence  had 
developed  among  the  parties:  Iran  still 
wanted  the  remaining  HAWK  parts  and 
other  high  technology  weapons  from  the 
United  States;  the  United  States  wanted  the 
hostages;  Israel  wanted  direct  or  indirect  re- 
lations with  Iran;  and  Ghorbanifar  wanted 
to  be  paid. 

Ghorbanifar  had  borrowed  $15  million 
from  Saudi  entrepreneur  Adnan  Khashoggi 
to  finance  the  HAWK  parts  shipment  and 
Khashoggi,  in  turn,  had  borrowed  the  money 
from  his  financiers.  But  only  one  pallet  of 
HAWK  parts  had  been  delivered  in  Tehran 
and  Iran  refused  to  pay.  Ghorbanifar  could 
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repay  his  debt  to  Khashoggi  only  by  induc- 
ing the  United  States  to  ship  the  rest  of  the 
parts. 


IRAN  DISCOVERS  THE  OVERCHARGE 

By  the  end  of  June,  Iran  had  raised  another 
reason  for  refusing  to  pay  Ghorbanifar  and 
release  the  hostages:  The  Iranians  had  ob- 
tained a  "[m]icrofiche  of  factory  prices"  that 
"does  not  compare  w/  prices  charged." 

On  June  30,  Cave  spoke  by  telephone  to 
the  Second  Iranian  who  complained  that  the 
Iranians  had  a  microfiche  price  list  showing 
the  true  price  of  the  HAWK  parts  and  that 
they  had  been  overcharged  by  600  percent. 
The  same  day,  Ghorbanifar  called  CIA  of- 
ficial Charles  Allen  and  told  him  that  while 
he  was  being  blamed  for  the  overcharge,  his 
markup  was  only  41  percent. 


TRYING  FOR  AN  INDEPENDENCE 
DAY  PRESENT 

Since  the  Iranians'  complaints  rested  on  the 
microfiche  list,  Cave  asked  for  proof  of  the 
overcharge.  In  the  meantime,  Ghorbanifar 
and  an  Israeli  official  attempted  to  keep  the 
initiative  alive.  The  Israeli  hoped  to  gain  the 
release  of  at  least  one  hostage  in  time  for  the 
July  4  Independence  Day  celebration  of  the 
Statute  of  Liberty's  100th  anniversary. 
Ghorbanifar  told  the  Israeli  that  he  could 
deliver  and,  on  July  2,  Amiram  Nir,  adviser 
to  Israeli  Prime  Minister  Shimon  Peres  on 
combatting  terrorism,  called  North  and  pre- 
dicted the  release  of  an  American  hostage  in 
time  for  the  celebration.  North  immediately 


dispatched  an  interagency  team  to  Wies- 
baden. But  when  the  release  did  not  occur, 
Poindexter  criticized  North  for  falsely  rais- 
ing expectations  and  North,  in  frustration, 
let  it  be  known  to  Nir  that  he  would  not  take 
any  more  calls  from  him  until  further  notice. 

On  July  26,  Ghorbanifar  and  the  Israelis 
registered  a  success:  Reverend  Lawrence 
Jenco  was  released.  The  Israeli  intermediary 
had  forced  the  issue,  telling  Ghorbanifar 
after  the  July  4  disappointment  that  the  ini- 
tiative was  over  unless  a  hostage  was 
released.  Shortly  thereafter,  Ghorbanifar  an- 
nounced that  Jenco  would  be  freed.  Al- 
though welcome,  the  release  of  Father  Jenco 
generated  confusion  and  concern;  it  was  un- 
clear what  Ghorbanifar  had  promised  to 
gain  his  release. 

The  next  day  North  and  Cave  met  in 
Frankfurt  with  Ghorbanifar  and  an  Israeli 
official  to  clarify  matters.  Ghorbanifar  de- 
scribed the  arrangements  he  had  made  with 
the  Iranians  to  obtain  the  release  of  Rev. 
Jenco.  These  included  the  sequential  release 
of  the  hostages  and  the  delivery  of  arms  to 
Iran.  Ghorbanifar  also  told  the  group  that, 
on  his  own  accord,  he  had  promised  the 
Iranians  that  if  they  could  prove  the  claim 
that  they  had  been  overcharged  by  $10  mil- 
lion for  the  HAWK  spare  parts,  the  United 
States  would  make  up  for  it  by  giving  Iran 
1,000  free  TOWs. 

In  a  July  29  memorandum  to  Poindexter, 
North  set  forth  Ghorbanifar's  6-step  plan  for 
the  sequential  release  of  the  hostages  in  ex- 
change for  the  remaining  HAWK  parts,  2 
HAWK  radars  and  1,000  TOWs. 

Step  1:  One  hostage  released  and  $4M  to 
Ghorbanifar  for  items  removed  from  the  air- 
craft in  Tehran  during  the  May  visit  (Ghor- 
banifar received  the  $4M  on  July  28) 
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Step  2:  Remainder  of  240  parts  plus  full  quota 
of  electron  tubes  (item  24  on  Iranian  parts  list) 
and  500  TOWs  delivered  to  Iran. 

Step  3:  Second  hostage  released  and  Ghorbani- 
far  paid  for  remainder  of  240  parts. 

Step  4:  500  TOWs  and  1  HIPAR  [HAWK] 
radar  delivered. 

Step  5:  Third  hostage  released  and  Ghorbani- 
far  paid  for  one  radar. 

Step  6:  Meeting  in  Tehran  to  discuss  future 
followed  by  release  of  the  last  hostage  and  de- 
livery of  second  HIPAR  radar. 

We  believe  that  the  mixture  of  HAWK  parts 
and  TOWs  was  designed  to  satisfy  both  the 
military  and  the  Revolutionary  Guards  in 
Iran. 

The  proposed  terms  left  the  United  States 
in  an  awkward  position.  McFarlane  had 
withdrawn  his  delegation  from  Tehran  when 
the  Iranians  had  failed  to  produce  all  four 
remaining  hostages  in  exchange  for  the  12 
pallets  of  HAWK  spares  sitting  on  the 
ground  in  Israel.  They  had  also  discussed  the 
HIPAR  radars  in  Tehran  but  they,  too,  were 
to  be  delivered  only  after  the  radars  were 
paid  for  and  all  of  the  hostages  were  released. 

North  repeatedly  warned  that  one  of  the 
hostages  might  be  killed  if  the  HAWK  parts 
were  not  delivered.  In  his  July  29  memoran- 
dum to  Poindexter,  North  predicted  that 
"[i]t  is  entirely  possible  that  if  nothing  is  re- 
ceived, [the  Second  Iranian]  will  be  killed  by 
his  opponents  in  Tehran,  Ghorbanifar  will  be 
killed  by  his  creditors  .  .  .  and  one  American 
hostage  will  probably  be  killed  in  order  to 
demonstrate  displeasure." 

North  recommended  that  Poindexter  brief 
the  President  and  "obtain  his  approval  for 
having  the  240  HAWK  missile  parts  shipped 
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from  Israel  to  Iran  as  soon  as  possible,  fol- 
lowed by  a  meeting  with  the  Iranians  in 
Europe."  Poindexter  noted  on  the  memoran- 
dum: "7/30/86  President  approved." 

The  decision  in  Tehran  not  to  ship  the 
parts  unless  all  the  hostages  were  released 
first  had  been  reversed.  On  August  4,  1986, 
the  HAWK  parts  were  flown  into  Iran.  Se- 
cord  provided  the  crew  and  Israel  provided 
the  airplane. 


THE  DA'WA  PRISONERS 

The  Adviser,  the  member  of  the  Iranian  Par- 
liament who  met  with  the  McFarlane  delega- 
tion, had  told  McFarlane  and  North  in 
Tehran  that  the  freeing  of  the  Da'wa  prison- 
ers in  Kuwait  was  essential  to  the  release  of 
all  the  United  States  hostages.  The  demand 
was  taken  seriously  and  North  closely  moni- 
tored the  status  of  the  Da'wa  prisoners. 
North  saw  signs  of  hope,  both  that  the  cap- 
tors of  the  Americans  would  relent  on  this 
condition  and  that  Kuwait  might,  on  its  own, 
release  the  Da'wa  prisoners. 


CROWE  IS  APPRISED 

At  a  meeting  of  the  Terrorist  Incident  Work- 
ing Group  (TIWG)  chaired  by  North  in  late 
June  or  early  July,  an  allusion  was  made  to 
the  Iranian  arms  sales.  One  of  the  members 
of  the  TIWG  was  Lt.  General  John  Moeller- 
ing,  then-Special  Assistant  to  Admiral  Wil- 
liam J.  Crowe,  Jr.,  Chairman  of  the  Joint 
Chiefs  of  Staff.  The  Joint  Chiefs  had  not  been 
informed  of  the  sales  and  Moellering  was 
perplexed  by  the  reference  to  arms  sales. 


Later,  Assistant  Secretary  of  Defense  Rich- 
ard L.  Armitage,  who  had  been  at  the  TIWG 
meeting,  briefly  explained  the  Iranian  arms 
sales  to  Moellering. 

Moellering  relayed  what  he  had  learned 
from  Armitage  to  Admiral  Crowe,  a  40-year 
veteran  who  served  in  World  War  II,  Korea 
and  Vietnam.  Crowe,  though  Chairman  of 
the  Joint  Chiefs,  had  not  been  consulted  or 
informed  about  the  decision  to  ship  weapons 
to  Iran,  or  the  McFarlane  mission  to  Tehran. 
Crowe  was  "startled"  by  the  "nature  of  the 
transaction"  because  it  was  "contrary  to  our 
policy." 

Crowe  confronted  Defense  Secretary 
Weinberger  and  asked  him  to  explain  why 
the  Joint  Chiefs  of  Staff  had  been  excluded 
from  the  decisionmaking  process.  Wein- 
berger offered  no  defense  of  the  initiative. 
Instead,  he  merely  told  Crowe  that  the  deci- 
sion had  been  made  by  the  Commander  in 
Chief;  that  "he  (the  President)  can  do  what 
he  wants  to  do;"  and  that  "consultation  with 
others  below  the  Commander  in  Chief  level 
would  not  have  perhaps  been  very  fruitful." 

For  the  first  time,  at  Crowe's  direction,  the 
military  focused  on  the  effect  that  the  previ- 
ous sales  to  Iran  had  had  on  the  strategic 
balance  in  the  Middle  East  and  the  defense 
capability  of  the  United  States.  Given  Iran's 
avowed  hostility  to  the  United  States,  and  to 
U.S.  allies  in  the  region,  such  a  study  by 
military  experts  should  have  been  completed 
before  any  sales  were  authorized.  The  obses- 
sion with  secrecy  and  the  desire  to  avoid  pos- 
sible criticism  led  to  the  concealment  of  the 
sales  not  only  from  Congress  but  from  the 
President's  principal  military  advisers.  Only 
after  determining  how  the  TOWs  were  actu- 
ally being  deployed  was  Crowe  able  to  con- 
clude that  the  arms  sales  did  not  significantly 
affect  United  States  military  interests. 


THE  VICE  PRESIDENT  IS  BRIEFED 

At  North's  request,  Nir  briefed  Vice  Presi- 
dent George  Bush  during  his  visit  to  Jerusa- 
lem on  July  29,  shortly  before  the  HAWK 
parts  shipment.  Nir  described  the  initiative 
as  "having  two  layers — tactical  and  strate- 
gic." The  tactical  layer  was  an  effort  "to  get 
the  hostages  out."  The  strategic  layer  was 
designed  "to  build  better  contact  with  Iran 
and  to  insure  we  are  better  prepared  when  a 
change  (in  leadership)  occurs."  Nir  told  the 
Vice  President  that  Iran  was  using  the  reten- 
tion of  the  hostages  as  leverage:  "the  reason 
for  the  [Iranians']  delay  [in  releasing  the  hos- 
tages] is  to  squeeze  as  much  as  possible  as 
long  as  they  have  assets."  But  the  Iranians 
were,  Nir  stated,  arranging  to  release  one 
hostage  with  another  to  follow.  In  return,  the 
Iranians  wanted  HAWK  spare  parts  and 
TOWs. 

Nir  then  framed  the  issues  awaiting  deci- 
sion: 


Should  we  accept  sequencing?  What  are  alter- 
natives to  sequencing?  They  fear  if  they  give  us 
all  hostages  they  won't  get  anything  from  us. 
If  we  do  want  to  move  along  these  lines  we'd 
have  to  move  quickly.  It  would  be  a  matter  still 
of  several  weeks  not  several  days,  in  part  be- 
cause they  have  to  move  the  hostages  every 
time  one  is  released.  ...  It  is  important  that  we 
have  assets  there  2  to  3  years  out  when  the 
change  occurs.  We  have  no  choice  other  than 
to  proceed. 

Nir  also  told  the  Vice  President  that  "we  are 
dealing  with  the  most  radical  elements." 

The  Vice  President  did  not  comment  ex- 
cept to  thank  Nir  "for  having  pursued  this 
effort  despite  doubts  and  reservations 
throughout  the  process." 
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THE  MICROFICHE  ARRIVES 

The  dispute  about  overcharging  remained 
unresolved.  By  August  6,  the  Israelis  had 
received  the  microfiche  list  from  Iran.  It  con- 
sisted of  pages  showing  prices  as  of  Novem- 
ber 1,  1985,  and  was  authentic.  The  Iranians 
had  clear  evidence  that  they  had  been  grossly 
overcharged.  But  North  never  considered  a 
refund,  even  though  the  Enterprise  had  more 
than  enough  money  to  mollify  the  Iranians. 
North  had  no  intention  of  eliminating  the 
markup  on  future  shipments.  At  North's  in- 
struction, Robert  Earl,  North's  National  Se- 
curity Council  colleague,  was  calculating 
prices  on  possible  future  shipments  using  a 
3.7  multiplier  against  cost. 

North's  solution  to  Iran's  complaint  was 
to  ask  the  CIA  to  prepare  a  phony  price  list 
to  justify  the  prices  charged  Iran.  According 
to  Allen,  this  effort  failed  because  the  CIA's 
Office  of  Technical  Services  proved  incapable 
of  preparing  a  credible  forged  list. 

As  a  further  complicating  factor,  when  the 
Iranians  inspected  the  HAWK  parts  shipped 
in  August,  they  rejected  many  of  the  parts 
and  found  the  shipment  incomplete.  By  Au- 
gust 20,  Iran  had  identified  177  items  that  it 
had  originally  ordered  and  had  not  been  in- 
cluded in  the  shipment.  Iran  had  also  deter- 
mined that  63  of  the  items  that  had  been  sent 
were  defective  and  asked  that  they  be  re- 
turned. 

Ghorbanifar  was  thus  left  in  difficult 
straits;  pursued  on  the  one  hand  by  his  credi- 
tors and  criticized,  on  the  other,  by  Iran  for 
participating  in  a  scam.  Ghorbanifar  com- 
plained hysterically  to  Allen.  Even  after  Iran 
paid  Ghorbanifar  $5  million  for  the  HAWK 
parts  it  received  on  August  4,  Ghorbanifar 
claimed  he  was  still  $10  million  short  of 
meeting   his   obligations   to    his    creditors. 


From  North's  point  of  view,  an  alternative  to 
Ghorbanifar,  with  all  his  financial  problems, 
was  needed. 


THE  SEARCH  FOR  A  NEW  CHANNEL 

Ghorbanifar  had  never  been  a  popular  emis- 
sary with  the  Americans.  McFarlane  in  De- 
cember 1985  had,  according  to  Secord,  found 
him  "one  of  the  most  despicable  characters 
[he]  had  ever  met.  ..." 

On  February  27,  North  wrote  of  the  need 
to  "get  Gorba  out  of  the  long  range  picture 
ASAP."  By  the  time  of  the  Tehran  meeting 
in  May  therefore,  Ghorbanifar  was  in  jeop- 
ardy. When  the  Americans  attributed  the 
failure  of  the  McFarlane  mission  to  Ghor- 
banifar's  misrepresentations  to  both  sides, 
his  replacement  was  certain. 

Shortly  after  the  Tehran  breakdown,  Poin- 
dexter  authorized  North  to  seek  a  new  open- 
ing to  Iran  for  continued  negotiations — a 
"Second  Channel."  Hakim  testified  that  he 
believed  that  the  idea  for  a  second  channel 
originated  with  his  associate,  Richard  Se- 
cord. Hakim  took  the  lead  in  finding  the  ap- 
propriate contacts  while  keeping  North  and 
Secord  informed. 

Hakim  thus  had  the  opportunity  to  pro- 
mote his  business  interests  and  to  serve  both 
his  newly  adopted  country,  the  United 
States,  and  his  native  country,  Iran.  Hakim 
contacted  an  Iranian  expatriate  (the  "First 
Contact")  whom  he  had  employed  in  the 
past.  The  First  Contact  made  it  clear  that  he 
expected  to  be  paid  for  his  work.  In  Cave's 
presence,  Hakim  assured  him  that  "if  any- 
thing goes  through"  he  would  realize  a 
"good  commission."  The  demand  for  remu- 
neration was  no  surprise  to  Hakim.  Transac- 


218 


tions  in  the  Middle  East  frequently  call  for 
"baksheesh" — a  payoff  to  intermediaries.  He 
had  made  such  payoffs  in  the  past.  Hakim 
would  draw  the  money  for  baksheesh  from 
the  profits  of  the  arms  deals  with  Iran. 

With  the  promise  of  a  payoff,  the  First 
Contact  turned  to  a  fellow  Iranian  business- 
man (the  "Second  Contact")  with  direct  con- 
nections to  the  Iranian  Government.  How 
many  others  helped  open  the  new  channel  is 
unclear.  But,  by  the  time  it  was  in  use, 
Hakim  had  obligated  for  payoffs  an  indefinite 
portion  of  $2  million  set  aside  for  such  ex- 
penses from  the  Iran  profits. 


THE  SECOND  CHANNEL'S  DEBUT 

The  First  and  Second  Contacts  quickly 
found  another  avenue  into  Iran.  North  first 
got  reports  that  an  emissary  from  the  "Sec- 
ond Channel"  had  been  identified  in  late 
July.  By  July  31,  the  emissary's  relationship 
to  a  leading  Iranian  official  had  been  verified. 
On  August  19,  North  learned  that  the  emis- 
sary would  meet  with  Secord  and  Hakim  in 
Brussels,  Belgium. 

The  meeting  occurred  on  August  25.  The 
emissary  ("the  Relative")  was  an  Iranian, 
who  had  distinguished  himself  in  the  ranks 
of  the  Iranian  Revolutionary  Guard  Corps  in 
the  war  with  Iraq.  [He  has  never  been  pub- 
licly identified  but  is  related  to  Rafsanjani, 
speaker  of  the  Iranian  parliament.] 

The  Relative  impressed  Secord.  In  a  mes- 
sage to  North  after  the  Brussels  meeting, 
Secord  described  the  discussions  as  a  "com- 
prehensive tour  de  force"  covering  matters 
ranging  from  Soviet  activities  to  the  conduct 
of  the  Iran-Iraq  war.  Arms,  however,  re- 
mained the  currency  for  dealing  with  Iran. 


The  Relative  knew  of  the  efforts  of  Ghor- 
banifar  and  his  contacts.  He  described  Ghor- 
banifar  as  a  "crook,"  but  promised  not  to 
interfere  in  that  channel.  He  offered  to  help 
Ghorbanifar  win  the  release  of  more  hos- 
tages. Secord  reported  to  North  on  August 
26,  "[m]y  judgment  is  that  we  have  opened 
up  a  new  and  probably  much  better  channel 
into  Iran." 

Nonetheless,  North  also  continued  working  with 
Ghorbanifar.  They  met  in  London  on  August  8 
and  worked  out  one  last  deal  that  combined  a 
sequence  of  arms  shipments  and  hostage  re- 
leases. Simultaneously,  plans  moved  ahead  for 
an  arms  shipment  involving  the  Second  Chan- 
nel. Poindexter  met  the  President  on  September 
9  and  afterward  told  North  to  eliminate  Ghor- 
banifar from  future  shipments.  Allen  saw  trou- 
ble in  this  and  wrote  that  North  would  have  to 
raise  at  least  $4  million  to  keep  Ghorbanifar 
quiet.  The  banishment  of  Ghorbanifar  reversed 
the  roles  of  Israel  and  the  Secord/Hakim  ope- 
ration. The  Israelis,  through  Nir,  had  been  the 
principal  contact  with  Ghorbanifar.  With  the 
Second  Channel,  Secord  and  Hakim  began  at- 
tending the  key  meetings.  Ghorbanifar  kept  try- 
ing to  swing  an  arms  deal,  and  when  North 
heard  of  this  he  had  Allen  tell  the  U.S.  Customs 
Service.  As  of  September,  plans  for  the  Second 
Channel  were  well  under  way. 

Secord  arranged  for  the  Relative  to  be 
flown  to  Washington  for  a  2-day  visit  on  Sep- 
tember 19.  The  first  day  the  Relative  met 
with  North,  Secord,  and  Cave  in  North's  of- 
fice in  the  Old  Executive  Office  Building. 
Hakim  attended  part  of  the  meeting.  On  the 
second  day,  the  group  met  at  the  headquar- 
ters of  Stanford  Technology  Trading  Group 
International  in  Vienna,  Virginia. 

Each  side  assured  the  other  that  its  objec- 
tive was  a  long-term  relationship  and  a  com- 
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mon  defense  against  Soviet  aggression.  But 
arms,  hostages,  the  Da'wa — and  a  new  sub- 
ject, the  status  of  Iraq's  President,  Saddam 
Hussein — dominated  the  discussion.  The  key 
points  of  those  meetings  follow. 

Arms:  The  Relative  brought  an  extensive 
arms  "wish  list."  It  included  previously  re- 
quested items,  such  as  HAWK  spare  parts 
and  radars,  and  many  other  items,  including 
offensive  weapons,  critical  to  their  war  effort. 
To  operate  the  equipment,  Iran  also  could 
use  "minimum  levels  of  technological  assist- 
ance" from  the  United  States. 

Hostages:  North  pressed  for  the  release  of 
all  the  hostages,  not  only  as  a  condition  of 
arms  sales  but  as  the  first  step  toward  a  nor- 
mal relationship  with  Iran.  According  to  Se- 
cord's  notes,  North  said: 

With  respect  to  the  document  we  prepared  in 
Teheran,  you  will  note  a  considerable  empha- 
sis on  hostages.  We  consider  them  to  be  an 
obstacle.  An  obstacle  to  the  understanding  of 
the  American  people.  The  widespread  percep- 
tion here  in  America  is  that  Iran  is  basically 
responsible  for  these  hostages.  The  issue  of 
hostages  and  terrorism  must  be  dealt  with 
since  it  is  a  political  obstacle.  On  the  other 
hand,  you  should  realize  that  52,000  people  in 
the  United  States  died  last  year  in  automobile 
accidents  and  130,000  died  from  lung  cancer. 
Five  United  States  hostages  rarely  make  the 
newspapers  or  the  television,  but  because  this 
is  a  democracy,  if  the  President  is  found  to  be 
helping  Iran  with  this  obstacle  still  in  the  way, 
it  would  be  very  difficult  to  explain  to  our  peo- 
ple. 

The  Da  ywa  Prisoners:  Less  that  two  weeks 
before  the  meeting  with  the  Relative,  Allen 
had  observed  that  "[m]ore  and  more,  we  sus- 
pect that  some  Hizballah  leaders  would  be 
willing  to  settle  for  the  release  of  the  [hos- 


tages] for  Shia  prisoners  held  by  [the]  the 
Southern  Lebanese  Army." 

Cave  agreed  with  this  analysis.  He  be- 
lieved that  the  families  of  the  Southern  Leba- 
nese Army  prisoners  might  place  enough 
pressure  on  the  Hizballah  to  force  an  ex- 
change of  the  American  hostages  for  the 
Lahad  prisoners. 

Despite  these  assessments,  the  Da'wa  pris- 
oners were  discussed  at  the  meeting  with  the 
Relative.  North  said  the  United  States  could 
not  intervene  in  Kuwait.  He  predicted,  how- 
ever, that  Kuwait  would  free  the  prisoners  in 
phases  "if  the  Government  of  Iran  goes  pri- 
vately to  Kuwait  and  promises  them  no  ter- 
rorism." North  said  that  the  Kuwaiti 
position  "seem[ed]  reasonable"  and  advised 
the  Iranians  to  approach  Kuwait.  Later, 
when  the  parties  prepared  a  summary  of  the 
two  days  of  meetings,  North  himself  added 
"the  point  about  the  Da'wa  hostages  and 
Kuwait  and  Kuwait's  desire  for  a  guarantee 
against  terrorism"  to  the  list. 

Saddam  Hussein:  The  Relative  also 
sought  to  enlist  the  support  of  the  United 
States  in  the  removal  of  Iraq's  president, 
Saddam  Hussein.  The  Relative  said  the  Gulf 
countries,  friendly  to  the  United  States, 
should  end  their  support  for  Hussein.  North 
responded  that  the  United  States  could 
"make  no  commitment  about  getting  rid  of 
Hussein,"  even  though  "[w]e  agree  that  there 
is  a  need  for  a  non-hostile  regime  in  Bagh- 
dad." The  Relative  was  not  satisfied  with  this 
response.  He  returned  to  the  issue  the  next 
day.  He  said  that  "he  knows  we  can  bring 
our  influence  to  bear  with  certain  friendly 
Arab  nations  and  it  is  'within  the  power  of 
the  Arab  nations  to  get  rid  of  Sadam  (sic) 
Hussein.'  " 

Other  Issues:  The  Relative  asked  that  the 
United  States  join  Iran  in  trying  to  raise  the 
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price  of  oil.  North  did  not  address  this  pro- 
posal at  the  time  but  later  he  observed  that 
the  oil  market  was  "naturally  depressed."  He 
also  stated  that  the  United  States  and  Iran 
had  "similar  interests  with  respect  to  oil." 

The  Relative  said  that  the  Second  Iranian 
had  "played  a  role"  in  the  kidnapping  of 
Frank  Reed  to  put  "additional  pressure  on 
the  United  States  to  send  the  next  shipment 
[of  weapons]." 

The  Relative  also  stated  that  William 
Buckley  "was  not  killed; ...  he  died  of  natu- 
ral causes;  ...  he  had  three  heart  attacks." 
According  to  Cave,  the  Americans  chal- 
lenged the  Relative's  assertion  that  Buckley 
had  died  a  natural  death.  They  also  ques- 
tioned the  Relative  on  the  complicity  of  the 
Revolutionary  Guards  in  Buckley's  interro- 
gation and  torture,  but  the  Relative  denied  it. 
Cave  nevertheless  concluded  that  the  Revo- 
lutionary Guards  had  interrogated  Buckley. 

Joint  Commission:  The  Relative  proposed 
a  joint  commission  of  Iranians  and  Ameri- 
cans to  develop  the  relationship  between  the 
countries,  and  North  appointed  Secord, 
Cave,  and  himself  as  the  American  represen- 
tatives. 

North  also  promised  the  Relative  that 
President  Reagan  would  signal  his  apprecia- 
tion for  Iran's  withholding  of  landing  rights 
for  a  hijacked  Pan  American  flight. 

The  Intermediaries:  The  Second  Contact 
accompanied  the  Relative  to  the  United 
States.  In  the  midst  of  the  negotiations,  he 
raised  with  Hakim  the  question  of  his  com- 
pensation for  participating  in  the  opening  of 
the  Second  Channel.  Hakim  returned  to  the 
room  and,  with  North,  Secord,  Cave,  and  the 
Relative  present  "made  sure"  that  the  sub- 
ject of  "financial  remuneration"  for  himself 
and  the  other  Iranians  "would  not  be  forgot- 
ten." 


When  the  first  day  of  talks  had  concluded, 
North  and  Hakim  led  the  Relative  from  the 
Old  Executive  Office  Building  to  the  White 
House  and  conducted  a  guided  tour.  Hakim 
said  the  tour  covered  "every  corner  of  the 
White  House,"  including  the  Oval  Office. 

During  the  tour,  North  paused  before  the 
portrait  of  President  Theodore  Roosevelt 
and  told  the  Relative  of  Roosevelt's  arbitrat- 
ing an  end  to  the  Russo-Japanese  War  of 
19.04—05,  for  which  Roosevelt  won  the  Nobel 
Peace  Prize.  He  said  that  the  United  States 
would  be  willing  to  arbitrate  an  end  to  the 
Iran-Iraq  conflict. 


PREPARATIONS  FOR  FRANKFURT 

At  the  Washington  talks,  the  Relative  had 
suggested  another  meeting.  In  the  meantime, 
the  Relative  kept  in  touch  with  North 
through  Secord  and  Hakim. 

North  advised  Poindexter  in  an  October  2 
memorandum  that  the  Relative  reported 
that  there  was  now  an  "internal  consensus  on 
how  to  proceed  with  regard  to  the  hostages 
'obstacle,'  "  and  that,  at  the  next  meeting,  he 
would  bring  one  of  the  officials  who  had  been 
involved  in  the  discussions  with  McFarlane 
in  Tehran.  The  Relative  also  asked  for  a 
"definitive  sampling  of  intelligence."  North 
said  the  Relative  gave  the  intelligence  a 
"higher  priority  . . .  than  any  other  assistance 
we  could  provide."  He  also  reported  that  the 
Relative  was  bringing  a  Koran  for  the  Presi- 
dent. 

The  memorandum  recommended  that: 

—  North  be  authorized  to  meet  again  with 
the  Relative. 
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—  The  President  inscribe  a  Bible  with  an 
appropriate  inscription  from  Galatians, 
3:8  to  be  given  to  the  Relative. 

—  Poindexter  prohibit  anyone  other  than 
North,  Cave,  and  Secord  from  having 
contacts  with  Iranian  intermediaries. 

—  The  United  States  provide  intelligence  to 
Iran. 

North  explained  how  intelligence  could  be 
provided  without  giving  Iran  an  advantage 
in  the  war.  He  suggested  that  a  "mix  of  fac- 
tual and  bogus  information  could  be  pro- 
vided at  this  meeting  which  will  satisfy  their 
concerns  about  'good  faith'  ..." 
In  conclusion,  North  observed  that: 

A  memo  from  you  to  the  President  has  not 
been  prepared  for  obvious  reasons.  It  is  hoped 
that  between  now  and  3:00  p.m.  Friday  you 
will  have  an  opportunity  to  privately  discuss 
this  with  the  President  and  obtain  his  approv- 
als/signatures on  the  steps  indicated  above. 

North  did  not  explain  the  "obvious  reasons" 
for  not  preparing  a  memorandum  for  the 
President.  By  giving  the  Iranians  a  Bible 
signed  by  the  President,  North  provided  Iran 
with  proof  that  was  used  as  evidence  of  the 
President's  involvement. 

More  Americans  were  kidnapped  in  Leba- 
non shortly  before  the  meeting  with  the  Rel- 
ative in  Washington.  Reed  was  seized  on 
September  9,  and  Joseph  Ciccipio  was  taken 
hostage  three  days  later.  In  an  attachment  to 
his  October  2  memo,  North  attributed  the 
Ciccipio  kidnapping  to  the  Second  Iranian 
but  blamed  Reed's  abduction,  which  the  Rel- 
ative had  fixed  on  the  Second  Iranian,  on 
another  group.  And  on  October  21,  just  be- 
fore the  second  set  of  October  meetings  in 
Germany,  Edward  Tracy  was  kidnapped. 


CHASING  THE  HORIZON- 
FRANKFURT,  OCTOBER  6-8 

The  U.S.  negotiating  position  suffered  dra- 
matic erosion  in  Frankfurt.  The  concessions 
made  included  mainstay  principles  of  Ameri- 
can policy  on  the  Middle  East  and  terrorism. 
In  his  testimony,  when  questioned  about 
these  concessions,  North  asserted  that  he 
had  "lied  every  time  [he]  met  the  Iranians." 

The  meetings  began  on  October  6.  North, 
Secord,  Hakim,  and  Cave  represented  the 
United  States.  The  Relative  appeared  for  the 
Iranians,  along  with  a  Revolutionary  Guard 
intelligence  official.  The  intelligence  officer 
was  not  a  new  face  for  North,  Secord,  and 
Hakim.  He  had  attended  the  first  meeting 
with  Ghorbanifar  and  the  Second  Iranian  in 
Frankfurt  on  February  25-26,  and  was  given 
a  briefing  there  on  U.S.  intelligence  by  Se- 
cord. He  had  also  participated  in  the  negotia- 
tions with  the  McFarlane  party  in  Teheran  in 
May. 

Because  of  his  persistently  negative  posi- 
tions and  his  insistence  on  concessions  to 
Iran,  the  Americans  called  him  "the  mon- 
ster." Hakim,  for  his  part,  saw  the  man  as 
"the  engine"  because  he  was  the  "heart"  be- 
hind the  Iran  initiative.  To  Hakim,  this  man 
was  the  key  to  an  agreement. 

In  the  negotiations,  the  Engine  described 
himself  as  the  "extraordinary  representative 
of  the  cooperative  that  has  been  assigned  to 
deal  with  the  relationship  with  the  United 
States"  He  made  clear,  however,  that  there 
was  no  unanimity  within  the  Government  of 
Iran  on  establishing  a  relationship  with  the 
United  States. 

The  agenda  at  Frankfurt  was  the  familiar 
one: 

Arms  and  Intelligence:  Speaking  for  the 
Americans,  Secord  told  the  Iranians  that  the 
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President  had  approved  the  transfer  of 
HAWK  parts,  high-powered  radars,  500 
TOWs,  and  three  pallets  of  free  medical  sup- 
plies. 

North  went  further  by  dropping  the  re- 
striction against  offensive  weapons.  The 
"only"  limitation  was  that  the  sales  not  in- 
clude items  that  would  "allow  or  encourage" 
the  Army  or  the  Revolutionary  Guards  to 
seize  Baghdad.  The  Relative  had  candidly 
admitted  in  Washington  that  he  wanted  artil- 
lery to  make  Iranian  infantry  attacks  more 
successful. 

Hostages:  North  and  Secord  said  that  only 
the  hostages  stood  in  the  way  of  a  great  era 
of  Iranian- American  relations,  a  period  that 
would  include  arms  transfers  involving  the 
Foreign  Military  Sales  Program  from  the 
United  States  to  Iran  and  great  financial  sup- 
port for  rebuilding  the  war-torn  economy. 
The  hostages  were  the  "obstacles,"  the  term 
used  to  describe  them  throughout  the  meet- 
ings. 

The  Engine  insisted  that  the  Iranians  did 
not  hold  the  hostages  and  that,  if  they  did, 
they  would  have  resolved  the  problem  as 
they  had  the  Embassy  hostages.  Iran  could 
not  guarantee  that  the  Lebanese  would  listen 
"100  percent"  to  Iranians  on  hostage  mat- 
ters, he  said. 

Saddam  Hussein:  In  Frankfurt,  the 
Americans  accepted  the  Iranians'  position 
on  Hussein.  Poindexter  testified  that  the 
matter  was  not  discussed  with  the  President. 
The  President  told  the  Tower  Board  that  the 
statements  made  by  the  American  negotia- 
tors were  "absolute  fiction." 

North  said  that  the  United  States  sought 
peace  in  a  way  that  "it  becomes  very  evident 
to  everybody  that  the  guy  who  is  causing  the 
problem  is  Saddam  Hussein."  North  said 
that  Iran  was  no  threat  to  the  other  countries 


in  the  region,  and  he  repeated  that  Hussein 
prevented  peace.  The  Engine  asked  North, 
"[D]o  you  really  believe  this?"  North  replied 
that  he  did  and  that  the  "inner  circle  of  our 
Government  knows  that." 

North  purported  to  convey  the  President's 
view  of  President  Hussein:  "Sadam  Hussein 
is  a  [expletive]."  Hakim,  acting  as  inter- 
preter, demurred  at  the  harshness  of  the 
expletive,  but  North  urged  a  faithful  transla- 
tion saying,  "Go  ahead.  That's  his  [the  Presi- 
dent's] word,  not  mine." 

As  the  negotiations  continued,  North  re- 
turned to  the  fate  of  President  Hussein.  He 
declared  that  "[w]e  also  recognize  that  Sad- 
dam Hussein  must  go,"  and  North  described 
how  this  could  be  accomplished. 

The  Da'wa  Prisoners:  When  the  Engine 
asked  North  to  "show  me  the  way"  to  gain 
the  confidence  of  the  Lebanese  captors  and 
his  fellow  Iranian  officials,  North  provided 
two  quick  answers:  First,  he  said,  "[l]et 
me  give  you  some  ammunition  for  your 
guns."  Then  he  brought  up  the  Da'wa  pris- 
oners. 

North  said  he  recognized  the  desire  of  the 
Shi'ite  captors  to  obtain  the  release  of  their 
"brethren  who  are  held  in  Kuwait  as  con- 
victed terrorists."  He  assured  the  Iranians, 
that,  although  the  United  States  had  told 
Kuwait  that  the  Da'wa  prisoners  were  "their 
business,"  the  United  States  would  not  criti- 
cize Kuwait  should  Kuwait  release  them. 
The  United  States  had  recently  conveyed  this 
position  to  Kuwait,  North  added.  Although 
a  North  notebook  entry  indicates  that  he  and 
Poindexter  had  met  with  the  Kuwaiti  For- 
eign Minister  on  October  3,  the  Committees 
have  been  unable  to  determine  what  was  dis- 
cussed. What  is  indisputable  is  that  at  vari- 
ous meetings  with  the  Second  Channel, 
representatives  of  Iran — a  nation  classified 
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by  the  United  States  as  a  supporter  of  terror- 
ism— North  offered  assistance  in  gaining  the 
release  of  Da'wa  terrorists.  Whether  that  as- 
sistance consisted  of  not  protesting  the  re- 
lease, or  more,  it  was  contrary  to  U.S.  policy 
against  terrorism. 

Thus,  North  claimed  to  the  Iranians  that 
the  Kuwaiti  position  was  "simple":  Kuwait 
would  release  the  prisoners  over  time  in  ex- 
change for  a  promise  from  "somebody  in  au- 
thority" that  there  would  be  no  more  attacks 
on  the  Amir  of  Kuwait. 

Peace  Broker:  From  time  to  time  North 
discussed  President  Reagan's  interest  in  re- 
solving the  Iran-Iraq  war  on  "honorable" 
terms.  North  even  created  a  fanciful  meeting 
between  himself  and  the  President  at  Camp 
David  in  which  he  showed  the  President  the 
Relative's  arms  list.  According  to  North, 
President  Reagan  then  ordered  North  to 
"[s]top  coming  in  and  looking  like  a  gun 
merchant."  At  this  point,  he  said,  President 
Reagan  struck  the  table  and  declared,  "I 
want  to  end  the  war." 

As  North  presented  the  Bible  inscribed  by 
the  President,  he  created  another  apocryphal 
session  with  the  President.  President  Reagan 
was  depicted  as  having  returned  from  a 
weekend  of  prayer  for  guidance  on  whether 
to  authorize  North  to  tell  the  Iranians  that 
"[w]e  accept  the  Islamic  Revolution."  North 
said  that  the  President  gave  him  the  passage 
that  he  later  inscribed  in  the  Bible  with  the 
observation:  "This  is  a  promise  that  God 
gave  to  Abraham.  Who  am  I  to  say  that  we 
should  not  do  this?" 

Starting  Points:  North  presented  a  hand- 
written list  of  seven  points  that  he  said  the 
President  had  authorized. 

1.  Iran  provides  funds  for  500  TOWs  and  re- 
mainder of  HAWK  parts. 


2.  Within  9  days  we  deliver  [HAWK]  parts 
and  TOWs  (500)  plus  medical  supplies. 

3.  All  American  hostages  released. 

4.  Iran  provides  funds  for  1500  TOWs. 

5.  Within  9  days  we  will  deliver: 

*  1500  TOWs 

♦Technical  support  for  HAWKs 

*  Updated  intelligence  on  Iraq 
♦Communications  team 

6.  Iran  will  then: 
♦Release  [John]  Pattis 

♦Provide  body  of  [William]  Buckley 
♦Provide  copy  of  Buckley  debrief 

7.  United  States  will  then: 

♦Identify  sources  for  other  items  on  [the 
Relative's  arms]  list.  .  .  . 
♦Iran  will  then  work  to  release  other  hos- 
tages. 

Counterpoints:  The  next  day,  the  Engine 
responded  with  his  own  list: 

1 .  The  United  States  would  establish  a  timeta- 
ble for  the  delivery  of  the  arms  on  the  Rela- 
tive's list,  thus  committing  itself  to  providing 
offensive  and  defensive  arms. 

2.  One  hostage  would  then  be  released. 

3.  A  timetable  and  a  location  would  be  estab- 
lished for  the  exchange  of  intelligence;  and  the 
United  States  and  Iran  would  evaluate  the 
Russian,  Afghanistan,  and  Iraq  situation. 

4.  Iran  would  "only  promise"  to  gain  the  re- 
lease of  the  remaining  two  American  hostages 
but  this  was  to  be  linked  to  American  progress 
on  the  Da'wa  prisoners.  The  Engine  made 
clear  that  the  release  of  the  Americans  and  the 
Da'was  would  have  to  "wash."  "They  would 
have  to  coincide  or  have  some  other  logical 
correlation." 

5.  Shipment  of  the  eight  items  on  the  Relative's 
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list  would  proceed  based  upon  mutually 
agreed-upon  priorities  and  quantities.  Iran 
would  try — but  not  promise — to  locate  and  ar- 
range the  release  of  the  other  two  hostages. 

6.  The  United  States  would  contact  Kuwait  to 
make  sure  that  there  are  no  problems  with  the 
release  of  the  Da'wa  prisoners. 

7.  The  United  States  and  Iran  would  agree  to 
work  within  the  framework  of  the  Hague  set- 
tlement process  to  provide  Iran  with  military 
items,  such  as  F-14  spare  parts,  that  Iran  had 
paid  for  under  the  Shah's  rule  but  that  had 
been  embargoed  after  the  Embassy  seizure. 

By  way  of  "clarification,"  the  Engine  added 
two  other  points  to  his  list:  John  Pattis,  a 
United  States  citizen,  who  had  been  arrested 
in  Tehran  as  an  alleged  spy,  would  not  be 
considered  in  this  round  of  discussions,  and 
the  status  of  the  Shi'ite  prisoners  held  by 
the  Southern  Lebanese  Army  in  Lebanon 
would  be  left  to  the  Lebanese  themselves  to 
resolve. 


AMBASSADOR  EXTRAORDINAIRE 

The  Engine  presented  his  counterproposals 
to  an  anxious  group.  North  had  to  return  to 
Washington,  and  all  parties  were  worried 
that  their  prolonged  discussions  might  at- 
tract the  attention  of  local  authorities.  As 
North  prepared  to  leave,  he  told  the  Iranians 
that  their  differences  were  so  great  that  Iran 
and  the  United  States  would  "pass  each 
other  like  ships  in  the  night."  The  Relative, 
in  turn,  accused  the  Americans  of  maintain- 
ing that  they  were  pursuing  long-term  rela- 
tions with  Iran  while  focusing  on  the 
hostages  as  "the  only  thing  that  is  being  dis- 
cussed." 


North  was  not  prepared  to  give  up  and 
suggested  to  the  group,  "[W]hy  don't  you 
guys  hold  this  discussion  after  I'm  gone, 
OK?"  He  left  his  seven-point  proposal  be- 
hind, saying  "[t]his  list  was  given  to  me  by 
the  President  of  the  United  States  of  Amer- 
ica. And  there's  no  way  on  God's  green  earth 
that  I'm  going  to  violate  my  instructions. 
.  .  .  That's  the  President's  authorized  list. 
That's  all  he  authorized.  ...  In  fact,  he  told 
me  'don't  give  away  more  than  you  have 
to' — that  is  everything  he  authorized  me  to 
talk  about." 

Hakim  testified  that  North  left  him  to  ne- 
gotiate with  the  Iranians. 

Q:  Did  you  feel  like  you  had  been  the  Secre- 
tary of  State  for  a  day? 

A:  I  would  not  accept  that  position  for  any 
money  in  the  world,  sir. 

Q:  Well,  you  had  it  better  than  the  Secretary 
of  State  in  some  sense.  You  didn't  have  to  get 
confirmed;  correct? 

A:  I  still  believe  that  I  have  it  better  than  the 
Secretary.  ...  I  can  achieve  more,  too. 

Hakim  completed  the  negotiations  by  the 
time  North  arrived  in  Washington.  In  his 
public  testimony,  Hakim  stated  that  he 
would  be  "honored"  if  the  agreement  was 
known  as  the  "Hakim  Accords." 

The  agreement's  nine-point  plan  differed 
sharply  from  North's  seven-points.  Under 
his  grant  of  immunity,  Hakim  produced  the 
original  version  in  Farsi. 

The  Hakim  Accords  contain  a  number  of 
concessions.  These  include  the  release  of 
only  1  Vi  hostage;  the  delivery  of  500  TOWs 
before  any  release  and  a  promise  to  supply 
1 ,000  more  TOWs;  technical  support  for  the 
HAWKs;  updated  intelligence;  and  prices 
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for  the  other  weapons  Iran  had  listed.  In 
negotiating  the  nine-point  agreement,  Hakim 
felt  under  intense  pressure  from  North.  In 
addition  to  the  short  deadline  to  complete 
the  agreement,  Hakim  testified  North  also 
told  him  that  the  President  wanted  a  hostage 
back  by  Election  Day. 

The  plan  represented  a  retreat  for  the 
United  States.  The  Iranians'  position  on  se- 
quential deliveries  had  been  accepted,  and 
the  plan  did  not  expressly  provide  a  mecha- 
nism for  the  release  of  all  three  of  the  remain- 
ing American  hostages  kidnapped  before 
1986.  Iran  had  agreed  to  release  only  one 
hostage. 

Moreover,  the  U.S.  position  on  the  Da'wa 
prisoners  was  bargained  away  by  promising 
to  develop  a  plan  for  the  release  of  some  of 
the  17  prisoners.  The  United  States  had  criti- 
cized allies  who,  fearing  reprisals,  had  freed 
terrorists.  It  had  cited  Kuwait  as  an  example 
of  a  nation  with  courage:  a  nation  that,  al- 
though small  and  vulnerable  to  terrorism, 
was  nonetheless  willing  to  imprison  terror- 
ists. As  the  Secretary  of  State  testified:  "And 
here  was  little  Kuwait,  very  vulnerable, 
standing  up  to  it  [terrorism].  So  we  have  to 
support  them.  They  are  much  more  vulnera- 
ble than  we.  If  they  can  stand  up  for  it,  dog- 
gone it,  so  should  we." 

There  were  other  concessions:  a  $2,400  re- 
duction in  price  for  each  of  the  500  TOW 
missiles;  an  agreement  to  prepare  a  list  show- 
ing the  price  and  delivery  schedule  of  the 
items  on  the  Relative's  long  weapons  list;  and 
an  abandonment  of  the  demand  for  the  re- 
turn of  William  Buckley's  remains  and  the 
transcript  of  his  interrogation.  The  fate  of 
Pattis  was  left  for  another  day.  The  Ameri- 
cans seized  in  September  1986  were  not  men- 
tioned. 

Secretary  Shultz  said  of  the  plan  at  the 


public  hearings:  "Our  guys  . . .  they  got  taken 
to  the  cleaners." 

In  recommending  that  Poindexter  ap- 
prove the  plan,  North  minimized  his  conces- 
sions. He  asserted  that  the  "[o]nly  changes 
from  my  proposal  is  sequential  nature  of 
their  plan  and  lack  of  mention  of  Buckley 
body  &  transcript  of  interrogation."  The  re- 
lease of  the  Da'wa  and  the  contemplated  sup- 
ply of  artillery,  he  said,  could  be  managed 
"w/o  any  great  complications."  He  stated 
that  Cave,  Director  Casey,  and  the  Chief  of 
the  Near  East  Division  all  believed  that  the 
plan  was  the  "best  and  fastest  way  to  get  two 
more  out — probably  within  the  next  14 
days."  He  added,  as  the  Division  Chief  had 
reported,  "the  situation  in  Lebanon  is  getting 
much  worse  and  we  may  be  getting  close  to 
the  end  of  the  line  for  any  further  move- 
ment." 

North  concluded  that  the  agreement  was 
a  bargain:  the  United  States  would  get  two 
more  hostages  out  for  "nothing  more  than 
the  two  sets  of  500  TOWs."  As  for  the  future, 
North  recommended  to  Poindexter  that  "we 
shd  push  them  to  include  the  Buckley  re- 
mains and  transcript  and  then  get  on  with 
it."  Poindexter  testified,  "I  discussed  those 
with  the  President,  and  he  approved  the  ones 
that  applied  to  the  U.S.  Government. 

Poindexter  and  North  had  different  ra- 
tionales for  approving  the  concessions  on  the 
Da'was.  North  testified  that,  sooner  or  later, 
Kuwait  would  release  the  prisoners  "as  sure 
as  I'm  sitting  here"  and  so  "the  United  States 
might  as  well  get  something  for  them." 

Poindexter  maintained  that  since  Secord, 
a  private  citizen,  was  to  develop  the  plan  to 
facilitate  the  release  of  the  Da'wa  prisoners, 
his  actions  would  not  compromise  U.S.  pol- 
icy against  concessions  to  terrorists.  Poin- 
dexter held  to  this  position  even  though 
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Secord  represented  the  United  States  in  the 
negotiations  and  North  had  appointed  him, 
with  Poindexter's  approval,  to  the  joint  U.S.- 
Iran commission  suggested  by  the  Relative. 
Cave  stated  that  he  understood  that  the 
United  States  approach  to  the  Kuwaitis 
would  be  official  but  that  the  United  States 
would  not  seek  relief  for  the  three  Da'wa 
prisoners  who  had  been  sentenced  to  death. 
Whatever  the  rationale,  any  intervention 
to  free  the  Da'wa  prisoners  conflicted  with 
official  U.S.  policy,  which  was  being  publicly 
proclaimed  at  the  very  time  the  secret 
negotiations  with  the  Second  Channel  were 
under  way. 


ARMS  TRANSFER  PREPARATIONS 

North,  Secord,  and  an  Israeli  official  met 
in  Geneva  on  October  22  to  iron  out  the 
details  of  the  next  arms  shipment  to  Iran. 
They  agreed  that  the  500  TOWs  sent  to  Iran 
would  be  taken  from  the  508  sent  to  Israel  in 
May  and  rejected  as  inadequate  by  the  Israeli 
Defense  Forces,  and  that  the  United  States 
would  supply  Israel  with  another  500  re- 
placement missiles. 

The  switch  of  TOWs,  which  North  ap- 
proved, was  not  without  risk.  The  Relative 
had  already  complained  to  North  that  the 
TOWs  the  United  States  had  sent  earlier  had 
misfired  in  battle.  Secord  said  in  his  testi- 
mony that  he  had  heard  the  Iranians  com- 
plain that  the  TOWs  had  gone  "ballistic." 


ARMING  THE  GUARDS 

As  the  Americans  knew,  both  the  Relative 
and  the  Engine  were  members  of  the  Iranian 


Revolutionary  Guards  Corps.  The  Revolu- 
tionary Guard  is  the  military  arm  of  the  most 
radical  elements  in  Iran.  As  Cave  explained, 
"they  were  the  executive  arm  of  the  revolu- 
tion." The  Revolutionary  Guard  was  com- 
peting with  and  trying  to  replace  the  regular 
Iranian  Army. 

Early  in  the  Iran  initiative,  the  Americans 
were  on  notice  that  the  weapons  sent  to  Iran 
might  go  to  the  Revolutionary  Guards. 
Ghorbanifar  had,  in  fact,  contended  that  the 
first  shipment  of  TOWs  in  August  of  1985 
had  been  seized  by  the  Guards  when  it  ar- 
rived at  Tehran. 

According  to  Cave,  the  Relative  told  the 
Americans  that  the  February  shipment  of 
TOWs  had  gone  to  the  Revolutionary 
Guards.  In  November,  the  Engine  shared 
with  North  his  hope  to  build  an  air  wing  for 
the  Guard. 

To  the  best  of  the  Committees'  informa- 
tion, the  President  was  never  told  that  the 
United  States  was  arming  the  Revolutionary 
Guard.  Cave  stated  that  he  recalled  no  dis- 
cussion of  whether  arming  the  Guard  was 
consistent  with  the  Finding.  In  his  last  inter- 
view with  the  Committees,  Cave  still  charac- 
terized the  Second  Channel  as  "middle 
roaders." 


MAINZ  MEETING 

North,  Secord,  Hakim,  Cave,  the  Relative, 
and  the  Engine  met  in  Mainz,  Germany, 
south  of  Frankfurt,  on  October  29,  1986,  to 
discuss  the  promised  release  of  one  or  two 
hostages  and  the  implementation  of  the  rest 
of  the  nine  points. 

The  Mainz  discussions  began  with  omi- 
nous news.  The  Relative  reported  that  dis- 
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sension  in  Iran  over  the  initiative  had 
prompted  students  associated  with  a  political 
faction  to  publish  "five  million  copies"  of 
pamphlets  describing  the  McFarlane  visit  to 
Iran.  Moreover,  although  the  Hizballah  was 
"basically  under  the  control  of  the  Iranian 
Government,"  a  faction  of  Hizballah  radi- 
cals had  published  an  account  of  the  negotia- 
tions between  the  United  States  and  Iran  for 
distribution  in  Lebanon.  These  events  almost 
prevented  the  Engine  and  Relative  from 
coming  to  the  meeting. 

The  Relative  then  insisted  that  North  tell 
him  who  in  the  U.S.  Government  supported 
the  Iran  initiative.  North  said  the  President, 
the  Vice  President,  Poindexter,  Casey,  and 
Regan  were  in  favor,  and  Secretaries  Shultz 
and  Weinberger  opposed.  "No  one  else 
counts,"  and  Congress  would  not  be  told 
"until  we  get  the  hostages  out." 

North  told  the  Iranians  that  the  United 
States  had  persuaded  another  Western  gov- 
ernment to  terminate  arms  shipments  to 
Iraq.  The  United  States  also  allegedly  had 
private  discussions  with  certain  Arab  gov- 
ernments. When  the  Engine  stated  that  an 
Arab  government  had  agreed  to  put  pressure 
on  Iraq,  North  said  "That's  us  doing  that." 
The  Committees  have  no  evidence  that 
North's  statement  of  U.S.  pressure  was  true. 
North  testified,  though  not  with  reference  to 
this,  that  "I  lied  every  time  I  met  the  Irani- 
ans." 

Hostages:  North  expressed  bewilderment 
that  the  Iranians  did  not  simply  "exercis[e] 
every  possible  amount  of  leverage  they've  got 
to  get  those  people  out."  He  found  this  par- 
ticularly confounding  because  ".  .  .  we  agree 
that  as  soon  as  they're  out,  we  can  do  all 
kinds  of  good  things."  North  included  on  the 
list  of  "good  things,"  foreign  military  sales 
contracts  and  the  "formal  relationship  that 


McFarlane  had  held  out  in  Teheran."  "The 
big  problem  I've  got,"  North  said,  "is  the 
whole  damn  appearance  of  bartering  over 
.  .  .  bodies." 

In  discussing  the  plan  for  the  release  of  the 
hostages,  North  divulged  to  the  Iranians 
classified  material  of  particular  sensitivity. 

Arms,  Intelligence,  Assistance:  The  pros- 
pect of  American  military  assistance  to  Iran 
if  more  hostages  were  released  dominated 
the  Mainz  meetings.  The  Relative  informed 
the  Americans  that  Rafsanjani  had  taken  a 
personal  interest  in  restoring  inoperable 
Phoenix  missiles.  The  Relative  held  out  the 
hostages  as  bait:  "I'll  tell  you  what  I'll  do. 
You  send  that  technician  to  help  us  with  the 
Phoenixes,  I  will  personally  get  the  third  guy 
out,  and  I  could  tell  you  where  the  rest  of  the 
guys  are.  I  will  learn  where  they  are." 

The  Phoenix  was  a  complicated  missile 
that  required  several  technicians  to  repair. 
The  Americans  expressed  concern  that  if  the 
United  States  sent  technicians,  their  presence 
might  be  discovered  by  America's  allies. 
North  explained,  "If  there  is  a  visible  effort 
made  by  the  United  States  Government 
when  there's  a  long  list  of  hostages  being 
held  in  Lebanon,  this  President  is  going  to 
get  stoned  by"  U.S.  allies.  To  this,  Secord 
added:  "[A]nd  by  his  own  people." 

The  Da'wa:  North  emphasized  to  the 
Iranians  that  he  had  "already  started"  on  the 
Da'wa  plan.  He  claimed  that  he  had  "already 
met  with  the  Kuwaiti  Foreign  Minister,  se- 
cretly. In  my  spare  time  between  blowing  up 
Nicaragua."  (North,  in  an  aside  to  the 
American  participants,  stated  that  he  had 
spent  7  days  putting  together  a  plan  on  the 
Da'wa.)  However,  when  asked  about  the  par- 
ticulars of  North's  seven  days  of  effort,  Cave 
said  he  never  heard  about  it. 

The  Interlocutors:  Ghorbanifar  was  not 
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the  only  Iranian  intermediary  demanding 
money.  The  Relative  told  Secord  and  Cave 
that  he  had  received  "ten  calls  from  [the 
Second  contact]  asking  where  his  money 
was."  Secord  responded  that  the  financial 
straits  of  the  Second  Contact  were  "our  re- 
sponsibility; we'll  take  care  of  it."  The  dis- 
cussion then  turned  to  Albert  Hakim.  The 
i  Relative  complained  that  Hakim  was  "try- 
ing to  push  this  [the  whole  relationship]  too 
fast."  Secord  explained  that  "we  have 
placed  Albert  [Hakim]  under  pressure  on 
the  hostages." 

Joint  Commission:  As  the  United  States 
shifted  from  the  First  Channel  to  the  Second, 
there  were  strong  indications  that,  notwith- 
standing the  change,  the  United  States  was 
dealing  with  the  same  political  consortium  in 
Iran. 

The  Relative  then  announced  the  Iranian 
membership  on  the  "joint  commission."  The 
appointees  were  the  Engine,  a  participant  in 
meetings  held  under  the  auspices  of  both 
channels;  the  Adviser,  who  negotiated  with 
McFarlane  in  Tehran;  a  member  of  the 
Iranian  Parliament,  the  Majlis;  and  the  Sec- 
ond Iranian,  the  primary  Iranian  official  in 
the  First  Channel  and  the  man  who  the  Rela- 
tive had  said  was  responsible  for  Reed's  kid- 
napping. The  Americans  did  not  object  even 
though  the  composition  of  the  Commission, 
including  the  Second  Iranian,  "really  blew 
our  minds."  The  Commission  membership 
demonstrated  to  the  Americans  the  true 
breadth  of  the  political  union  with  which 
they  had  been  dealing  all  along. 

Saddam  Hussein:  The  removal  of  Iraqi 
President  Hussein  from  power  remained  on 
the  Iranian  list.  Secord  said  that  "we"  would 
talk  to  another  country  in  the  region.  He 
added,  "It's  going  to  take  a  lot  of  talk,  a  lot 
of  talk." 


THE  RELEASE  OF  JACOBSEN 

When  the  negotiators  in  Mainz  disbanded, 
North  reported  to  Poindexter  through  Lt. 
Col.  Robert  Earl.  Earl  advised  Poindexter 
that  the  Relative  "assures  us  we  will  get  2  of 
3  US  hostages  held  by  Hizballah  in  next  few 
days — probably  Fri  or  Sat  but  NLT  [not 
later  than]  Sunday."  North  proposed  that  he 
and  Secord  go  to  Lebanon  to  coordinate  the 
release  of  the  hostages  and  to  brief  the 
American  Ambassador  on  both  the  third 
hostage  and  the  "remaining  three  .  .  .  when 
we  get  info  from  Rafsanjani  on  locations. 
..."  North  also  wanted  to  arrange  to  pick  up 
a  Soviet  tank  that  Iran  had  promised. 

So  that  the  President  would  get  credit  for 
the  release,  North  urged  that  the  President 
announce  the  hostages'  release  "after  the 
AMCITS  are  in  USG  hands"  but  "before 
CNN  knows  it  has  happened."  North  hoped 
that  under  this  arrangement,  President  Rea- 
gan would  be  "seen  to  have  influenced  the 
action.  .  .  ." 

On  Sunday,  November  2,  two  days  before 
the  mid-term  elections,  David  Jacobsen  was 
released. 


EXPOSURE 

The  next  day,  the  initiative  was  exposed.  The 
source  was  neither  Ghorbanifar  nor  his  fi- 
nanciers, who  had  made  earlier  threats  to  do 
so,  but  the  Lebanese  magazine,  Al-Shiraa.  It 
had  picked  up  the  story  that  had  been  cir- 
culating in  the  Hizballah  broadsides.  On  No- 
vember 4,  Rafsanjani  addressed  the  Iranian 
Parliament  and  acknowledged  that  an 
American  delegation  had  visited  Tehran. 
After  the  speech,  the  Relative  conveyed  to 
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North  that  the  Iranians  still  wished  to  con- 
tinue the  initiative. 

North  continued  to  seek  the  release  of  an- 
other hostage  in  return  for  concessions  on 
the  Da'wa.  North's  notebooks  show  entries 
about  his  desire  to  resolve  quickly  the 
"Kuwaiti  United  States  Da'wa  problems  and 
the  hostages." 

North's  notebooks  reflect  his  belief  that 
the  goal  of  securing  the  release  of  the  hos- 
tages justified  the  initiative,  and  that  the  pub- 
lic would  approve  once  the  facts  were  out. 
Noting  this,  he  wrote  his  conclusion  and  in- 
cluded a  notable  misstep:  "Ultimately  on 
side  of  angles  [sic]." 


TAKING  STOCK  IN  GENEVA 

On  November  8,  1986,  Cave,  North,  Secord, 
and  Hakim  met  with  the  Engine  in  Geneva. 

By  now,  each  side  had  its  own  acute  prob- 
lems. The  Engine  worried  that  Ghorbanifar, 
whom  the  Iranians  now  suspected  of  being 
an  Israeli  agent,  might  cause  trouble.  He 
asked  Cave's  advice  on  how  to  "appease" 
him.  North,  on  the  other  hand,  stated  that 
the  burgeoning  publicity  surrounding  the  ini- 
tiative made  it  all  the  more  imperative  that 
the  hostages  be  released.  North  assured  the 
Iranians  he  was  "here  at  the  order  of  the 
President  and  we  still  have  the  same  objec- 
tives as  explained  in  Washington  and  Frank- 
furt." The  Engine  made  it  clear  that  the 
freeing  of  the  Da'wa  prisoners  was  a 
prerequisite  to  the  release  of  the  "other  two 
hostages."  Once  the  Da'wa  prisoners  were 
released,  there  would  be  "no  problem"  with 
the  two  hostages. 

The  Americans  responded  that  "we  had 
done  all  that  was  humanly  possible  by  talk- 


ing dsirectly  (sic)  to  the  Kuwaitis  ..."  The 
Americans  concluded  by  strongly  recom- 
mending that  the  Iranians  send  a  delegation 
to  Kuwait  with  the  assurance  that  it  would 
be  "warmly  received." 

When  North  returned  from  Geneva,  he 
briefly  acted,  at  Hakim's  suggestion,  as  a 
ghostwriter  for  Rafsanjani.  The  Iranians 
were  contemplating  making  a  public  state- 
ment in  the  light  of  the  exposure  of  the  ini- 
tiative in  Iran.  On  November  11,  Hakim 
asked  North  to  "create  something  for  Raf- 
sanjani to  say."  North  drafted  a  statement 
that  he  sent  Hakim  by  KL-43  computer  to 
be  transmitted  to  the  Engine.  North  added 
instructions  that  the  statement  be  issued 
"from  Iran."  He  said  that  it  would  "help 
with  the  Kuwaiti  situation  on  which  we  are 
now  working." 

In  North's  proposed  statement,  Iran  pro- 
claimed "the  enduring  reality  of  its  Islamic 
Revolution,"  its  interest  in  peace,  and  "His 
Holiness  the  Imam['s]  .  .  .  gracious[  ]  com- 
mand[  ]  that  acts  of  terrorism  are  not  accept- 
able to  advance  the  aims  of  the  Islamic 
Revolution."  North  asked  that  the  Engine 
"carry  this  message  for  me  as  a  personal 
favor  for  the  cause  we  both  believe  in.  .  .  ." 


THE  CIRCLE  OPENS 

The  Secretary  of  State  testified  that  he  did 
not  receive  confirmation  of  the  arms  sales 
that  had  been  reported  in  Al-Shiraa  until 
November  10,  when  he  attended  a  meeting  in 
the  Oval  Office  with  the  President  and  princi- 
pals of  the  NSC.  He  feared  the  arms  sales 
would  continue.  He  saw  the  Administra- 
tion's statement — that  the  arms  embargo 
would  remain  in  effect  "as  long  as  Iran  advo- 
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cates  the  use  of  terrorism" — as  a  license  to 
ship  arms  to  Iran  by  pretending  that  it  was 
no  longer  supporting  terrorism. 

On  November  14,  a  day  after  the  Presi- 
dent's televised  speech  on  the  issue,  Secre- 
tary Shultz,  at  his  regular  weekly  meeting 
with  the  President,  urged  him  not  to  sell  any 
more  arms  to  Iran.  The  President  did  not 
commit  himself.  Shultz  then  tried  another 
approach.  The  next  day,  he  submitted  a  pro- 
posal to  Chief  of  Staff  Regan  permitting  the 
State  Department  to  take  control  of  U.S./ 
Iran  policy.  This  would  have  given  State  the 
authority  to  block  further  sales.  Regan  said 
he  favored  this  step,  but  the  President  was 
unwilling  to  adopt  it. 

North  called  Nir  on  November  23  and  in- 
formed him  that  he  had  been  interviewed  by 
Attorney  General  Meese.  North  said  that 
Meese  had  asked  him  about  the  diversion  of 
some  of  the  Iran  arms  money  to  Nicaragua. 
North  then  asked  Nir  to  have  Israel  accept 
responsibility  for  the  plan  but  Nir  rejected 
the  request.  North's  notes  quote  Nir  as  say- 
ing: "I  cannot  back  this  story." 


THE  FINALE 

In  early  December,  Cave  asked  Hakim  to  set 
up  another  meeting  with  a  representative  of 
the  Second  Channel.  Hakim  did  so  and,  on 
December  12,  Under  Secretary  of  State  Mi- 
chael Armacost  and  Director  Casey  met  to 
discuss  ground  rules  for  the  meeting.  They 
agreed  that  the  Iranians  would  be  informed 
that  the  channel  would,  henceforth,  be  used 
only  for  intelligence  purposes  between  the 
two  countries. 

The  following  day,  Casey  met  alone  with 
Regan    and    succeeded    in    reversing    the 


ground  rules.  Under  the  new  decision,  the 
Second  Channel  could  be  used  for  policy 
purposes  as  well  as  intelligence  exchanges. 
Secretary  Shultz  learned  of  this  change  only 
after  the  fact.  He  observed:  "Nothing  ever 
gets  settled  in  this  town." 

The  meeting  with  the  Engine  took  place  in 
Frankfurt  on  December  13.  Once  the  meet- 
ing was  underway,  the  Engine  told  Cave  and 
Dunbar  that,  despite  the  press  revelations, 
Iran  was  ready  to  proceed  within  the  "al- 
ready established  framework."  He  noted  that 
"[mjuch  had  been  accomplished  by  North, 
Secord,  and  Cave." 

The  Engine  brought  up  the  nine-point 
plan,  saying  that  five  or  six  of  the  points  had 
been  executed.  This  was  the  first  that  Dunbar 
or  the  State  Department  had  heard  of  the 
nine  points,  and  Cave  had  to  confirm  to  Dun- 
bar that  there  was  such  a  plan.  Cave  told  the 
Committees  that  the  State  Department  did 
not  act  on  his  invitation  to  brief  Dunbar,  and 
as  a  result,  Dunbar  was  not  well  prepared  for 
the  meeting. 

When  he  spoke,  Dunbar  conveyed  the  new 
ground-rules  for  the  Iranian-American  dia- 
logue. He  told  the  Engine  that  arms  from  the 
United  States  would  no  longer  be  a  part  of 
the  initiative,  and  the  Engine,  in  a  quiet  and 
unemotional  voice,  responded  that  that 
"would  bring  us  back  to  zero."  He  suggested 
that  Dunbar  must  be  mistaken  and  that  he 
should  return  to  Washington  for  a  full  brief- 
ing. 

When  Dunbar  told  Secretary  Shultz  of  the 
nine-point  plan,  the  Secretary  was  shocked. 
He  insisted  on  immediately  telling  the  Presi- 
dent about  it  in  person. 

Poindexter  testified  that  the  President  had 
approved  the  nine-point  plan  as  it  applied  to 
the  U.S.  Government.  Poindexter  contends 
that  the  deal  with  Secord  and  Kuwait  was 
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private.  North  told  Cave  of  the  President's 
approval.  Secretary  Shultz  testified,  how- 
ever, that  when  he  told  the  President  of  the 
plan,  the  President  gave  no  indication  that  he 
was  familiar  with  it,  but  "reacted  like  he  had 
been  kicked  in  the  belly."  Shultz  continued: 

And  I  told  the  President  the  items  on  this 
agenda,  including  such  things  as  doing  some- 
thing about  the  Dawa  prisoners,  which  made 
me  sick  to  my  stomach  that  anybody  would 
talk  about  that  as  something  we  could  consider 
doing.  And  the  President  was  astonished,  and 
I  have  never  seen  him  so  mad.  He  is  a  very 
genial,  pleasant  man  and  doesn't — very  easy 
going.  But  his  jaws  set  and  his  eyes  flashed,  and 
both  of  us,  I  think  felt  the  same  way  about  it, 
and  I  think  in  that  meeting  I  finally  felt  that  the 
President  understands  that  something  is  radi- 
cally wrong  here. 


The  President's  meeting  with  Secretary 
Shultz  laid  the  Iran  initiative  to  rest.  The 
President  authorized  Shultz  to  tell  Iran  that 
the  United  States  repudiated  the  nine-point 
plan  and  unequivocally  rejected  further  arms 
sales.  Further,  Secretary  Shultz  sent  a  cable 
to  Kuwait  affirming  strong  U.S.  support  for 
Kuwait's  refusal  to  yield  on  the  Da'wa  pris- 
oners. The  Iran  initiative  was  over. 

A  chapter  footnote  says  the  Relative  told  Ameri- 
can officials  that  the  Iranians  had  a  400-page 
transcript  from  a  debriefing  of  Buckley,  the  CIA 
officer  taken  hostage  and  killed.  He  said  the  tran- 
script contained  200  to  300  sensitive  names.  The 
CIA  did  a  damage  assessment  but  never  sys- 
tematically tried  to  find  out  whether  there  was 
such  a  document.  Neither  the  Committees  nor  the 
Agency  found  any  direct  evidence  that  the  tran- 
script exists. 
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CHAPTER  15 


The  Diversion 


The  term  "diversion"  entered  the  vocabulary 
of  American  history  on  November  25,  1986, 
when  the  media,  covering  Attorney  General 
Edwin  Meese's  press  conference,  reported  a 
"diversion  of  funds"  for  the  Contras  from 
the  Iran  arms  sales.  The  diversion  immedi- 
ately became  the  focus  of  the  public's  atten- 
tion: Whose  idea  was  it?  Who  approved  it? 
When?  Who  knew  of  it?  How  much  was  di- 
verted? 

The  Committees  were  able  to  answer  these 
questions,  but  only  partly,  because  of  contra- 
dictions in  the  record,  the  destruction  of  evi- 
dence, and  apparent  forgetfulness  by 
officials. 

Lt.  Col.  Oliver  North,  Vice  Admiral  John 
Poindexter,  and  Richard  Secord  all  vigor- 
ously rejected  the  term  diversion,  because  it 
implies  that  the  arms  sales  proceeds  were 
earmarked  for  the  U.S.  Government,  and 
were  misappropriated.  To  North,  Poindex- 
ter, and  Secord,  providing  assistance  to  the 
Contras  was  only  one  of  a  number  of  in- 
tended uses  of  those  proceeds.  North  named 
several  projects  that  he  was  planning  to  fi- 
nance from  the  proceeds.  Indeed,  Poindexter 
saw  the  generation  of  money  for  the  Contras 
from  the  arms  sales  as  no  more  exceptional 


than  raising  money  from  foreign  countries, 
which  the  NSC  staff  had  been  doing  with  the 
President's  approval  for  18  months.  Thus, 
for  North,  Poindexter,  and  Secord,  the  "di- 
version" was  no  diversion.  But  that  was  one 
of  the  few  things  upon  which  they  agreed. 


WHOSE  IDEA? 

The  generation  of  profits  for  covert  uses  from 
the  sale  of  arms  was  not  a  novel  idea  when 
North  first  seized  upon  it.  Sophisticated 
weapons  bring  premium  prices  in  the  inter- 
national grey  market  for  arms,  and  can 
thereby  create  slush  funds  for  improper  cov- 
ert activities  that  could  not  be  financed 
through  appropriated  money. 

General  John  Singlaub  had  presented  such 
a  proposal  in  a  memorandum  to  North  and 
Director  of  Central  Intelligence  William  J. 
Casey  during  1985.  The  memorandum,  pre- 
pared by  Singlaub's  associate,  Barbara  Stud- 
ley,  defined  the  "problem": 

With  each  passing  year,  Congress  has  become 
increasingly  unpredictable  and  uncooperative 
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regarding  the  President's  desire  to  support  the 
cause  of  the  Freedom  Fighters  despite  growing 
Soviet  oppression.  The  funds  have  not  been 
forthcoming  to  supply  sufficient  arms  neces- 
sary for  the  Freedom  Fighters  to  win. 

The  "objective"  was  "to  create  a  conduit 
for  maintaining  a  continuous  flow  of  Soviet 
weapons  and  technology,  to  be  used  by  the 
United  States  in  support  of  Freedom  Fight- 
ers in  Nicaragua,  Angola,  Cambodia,  Ethio- 
pia, etc." 

The  memorandum  proposed  a  three-way 
trade  in  which  the  United  States  would  pro- 
vide high  technology  equipment  to  another 
country,  that  country  would  deliver  from  its 
stockpiles  military  equipment  of  equal  value 
to  a  third  country,  and  the  third  country 
would  export  Soviet-compatible  arms  to  a 
trading  company  at  the  direction  of  the 
United  States.  "The  United  States,"  the 
memorandum  observed,  would  then  be  able 
to  dispense  the  arms  to  "Freedom  Fighters 
worldwide,  mandating  neither  the  consent  or 
awareness  of  the  Department  of  State  or 
Congress." 

By  the  end  of  November  1985,  the  Enter- 
prise received  a  portion  of  the  arms  sales 
proceeds.  At  North's  request,  the  Israeli  in- 
termediaries paid  the  Lake  Resources  ac- 
count $1  million  from  the  proceeds  of  its 
August-September  TOW  shipments.  Ac- 
cording to  North  and  Secord,  the  money  was 
to  cover  the  Enterprise's  expenses  in  arrang- 
ing five  shipments  of  HAWKs  to  Iran.  But 
when  the  deliveries  were  halted  after  one 
shipment,  the  Enterprise  held  $800,000  in 
unexpended  funds.  North  received  the  Israe- 
lis' permission  to  use  the  $800,000  for  "what- 
ever purpose  we  wanted,"  and  he  directed 
Secord  to  spend  the  money  for  the  Contras. 

Thus,  by  early  December,  the  notion  that 


the  Iran  sales  could  be  used  as  a  vehicle  for 
financing  the  Contras  was  firmly  planted  in 
North's  mind.  On  December  6,  1985,  North 
remarked  to  Israeli  Ministry  of  Defense  of- 
ficials that  he  needed  money  and  that  he  in- 
tended to  divert  profits  from  future  Iranian 
transactions  to  Nicaragua.  On  December  9, 
North  recommended  to  Poindexter  that  the 
United  States  take  control  of  the  arms  sales 
from  Israel,  and  use  "Secord  as  our  conduit 
to  control  [Iranian  intermediary]  Ghorbani- 
far  and  the  delivery  operation."  This  mecha- 
nism was  adopted  in  the  President's  January 
17,  1986,  Finding,  thereby  avoiding  the 
Arms  Export  Control  Act  requirement  of 
Congressional  notification  for  Israel  to  con- 
tinue sales  to  Iran  of  the  U.S.  weapons.  The 
mechanism  allowed  the  CIA  to  sell  arms  to 
Iran  directly  or  through  a  "third  party, "  al- 
though it  did  not  authorize  or  even  mention 
the  generation  of  profits.  Nevertheless,  by 
permitting  the  CIA  to  sell  through  a  third 
party,  the  Finding  created  an  opportunity  for 
profits  to  be  generated  and  placed  in  the 
hands  of  the  third  party — an  opportunity 
that  would  not  have  existed  if  the  CIA  sold 
the  arms  directly.  So  far  as  the  record  shows, 
this  possibility  was  never  suggested  to  the 
CIA  attorneys  who  drafted  the  Finding,  nor 
did  Poindexter  discuss  it  with  the  President 
in  connection  with  the  President's  execution 
of  the  January  17  Finding. 

North  testified  that  the  proposal  to  sup- 
port the  Contras  from  arms  sales  proceeds 
was  first  suggested  by  Ghorbanifar  in  late 
January  1986.  He  did  not  recall  discussing 
the  idea  in  December  1985  with  Israeli  Min- 
istry of  Defense  officials,  although  he  said  the 
"subject  may  well  have  come  up  before  [late 
January],  but  I  don't  recall  it."  According  to 
North,  during  a  meeting  abroad  with  Nir 
and  Ghorbanifar  relating  to  the  February 
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1986  TOW  shipment  to  Iran,  "Ghorbanifar 
took  me  into  the  bathroom  and  . . .  suggested 
several  incentives  to  make  that  February 
transaction  work,  and  the  attractive  incen- 
tive for  me  was  .  .  .  that  residuals  could  flow 
to  support  the  Nicaraguan  resistance." 

The  tape  of  the  meeting  shows  that  the 
idea  of  assisting  the  Contras  was,  in  fact, 
discussed,  not  alone  with  North  in  the  bath- 
room, but  with  the  whole  group  present. 
This  fact  does  not  negate  earlier  considera- 
tion by  North.  Indeed,  Ghorbanifar  does  not 
seem  to  have  been  referring  to  using  the  sales 
proceeds,  but  rather  to  Iran's  assisting  U.S. 
interests  in  Central  America  in  return  for 
receiving  U.S.  military  assistance. 

Regardless  of  its  origin,  North  believed 
that  using  the  funds  from  the  arms  sales  for 
the  Contras  was  a  "neat  idea,"  and  he  ad- 
vocated it  to  Poindexter.  He  testified  that  he 
sought  Poindexter's  approval  upon  returning 
from  the  meeting  with  Ghorbanifar  and  Nir, 
and  that  Poindexter  pondered  the  decision 
for  at  least  several  weeks.  Poindexter  testi- 
fied, however,  that  he  approved  the  diversion 
idea  after  thinking  about  it  for  only  a  few 
minutes. 


WHO  ELSE  KNEW— A  STUDY  IN 
CONTRADICTIONS 

Presidential  Knowledge 

Although  both  Poindexter  and  North  testi- 
fied that  they  never  told  the  President  about 
the  diversion,  the  substance  of  their  testi- 
mony diverges  from  there. 

Poindexter  testified  that  he  made  "a  very 
deliberate  decision  not  to  ask  the  President" 
about  the  diversion  in  order  to  "insulate  [the 


President]  from  the  decision  and  provide 
some  future  deniability  for  the  President  if 
it  ever  leaked  out."  Although  Poindexter 
asserted  that  the  President  would  have  ap- 
proved of  the  diversion  as  an  "implementa- 
tion" of  his  policies,  he  nevertheless  chose  to 
protect  the  President  from  knowledge  of  the 
diversion  because  it  was  a  "politically  vola- 
tile issue."  Poindexter  testified  as  to  the  suc- 
cess of  his  efforts  to  provide  the  President 
with  "future  deniability"  of  the  diversion. 
When  Poindexter  was  questioned  about  the 
White  House  statement  (issued  the  day  after 
his  initial  hearing  testimony)  that  the  Presi- 
dent would  not  have  authorized  the  diver- 
sion, Poindexter  responded:  "I  understand 
that  he  [the  President]  said  that,  and  I  would 
have  expected  him  to  say  that.  That  is  the 
whole  idea  of  deniability." 

Poindexter  testified  that  he  considered  the 
diversion  so  controversial  that  he  understood 
he  would  have  to  resign  if  it  ever  were  ex- 
posed. Nevertheless,  he  also  testified  that,  in 
approving  the  diversion,  he  did  not  consult 
Casey,  a  political  expert  who  had  managed 
the  1980  Reagan  campaign,  and  that,  only  2 
months  after  taking  office  as  National  Secu- 
rity Adviser,  he  made  this  decision  on  his 
own.  Poindexter  had  been  commended  in  the 
Navy  for  keeping  his  superiors  informed.  He 
testified  that  he  had  never  before  withheld 
information  from  any  of  his  commanders  in 
order  to  give  them  deniability.  Moreover, 
McFarlane,  for  whom  Poindexter  had 
worked  for  2  years,  assumed  that  Poindexter 
would  have  informed  the  President. 
Preempting  a  decision  by  the  President  to 
provide  political  deniability — which  Poin- 
dexter testified  that  he  did — was  totally  un- 
characteristic for  a  naval  officer  schooled  in 
the  chain  of  command. 

Poindexter's  story  on  Presidential  knowl- 
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edge  of  the  diversion  was  that  he  had  con- 
structed a  situation  whereby  only  he  and  the 
President  would  know  whether  the  President 
had  been  advised  of  the  diversion.  In  this 
regard,  Poindexter  testified  that  he  never 
told  North  that  the  President  was  not  privy 
to  the  diversion  decision. 

In  contrast,  North  testified  that  he  always 
"assumed  that  the  President  was  aware  of 
[the  diversion]  and  had,  through  my  superi- 
ors, approved  it."  North  estimated  that  he 
prepared  as  many  as  five  or  six  memoran- 
dums in  final  form  referring  to  the  use  of  the 
arms  sales  proceeds  for  the  Contras.  These 
memorandums  went  "up  the  line"  to  Poin- 
dexter and  covered  each  actual  or  proposed 
arms  transaction  for  which  payment  would 
be  received.  The  use  of  proceeds  was  de- 
scribed in  only  one  paragraph  in  each  memo- 
randum. North's  memorandums  concluded 
with  the  recommendation  that  Poindexter 
brief  the  President  to  secure  approval  for  the 
transfer  and  provided  lines  on  which  some- 
one could  indicate  whether  the  transfer  had 
been  "approved"  or  "disapproved."  North 
further  testified  that  he  did  not  recall  any 
instruction  from  Poindexter  or  anybody  else 
not  to  write  and  send  such  memorandums, 
adding  that  "had  I  been  given  [such  an  in- 
struction], I  would  have  followed  it."  In- 
stead, North  created  records  such  as  the 
surviving  copies  of  the  April  diversion  mem- 
orandum that  called  for  Presidential  brief- 
ings and  approval. 

North  assumed  without  asking  Poindexter 
explicitly  that  the  President  knew  and  ap- 
proved of  the  diversion.  North  had  worked 
under  three  National  Security  Advisers. 
Based  on  that  experience,  he  concluded  that 
a  decision  of  this  magnitude  would  be  taken 
only  with  Presidential  approval — a  view  that 
McFarlane  shared. 


North  said  that  he  continued  until  No- 
vember 21,  1986,  to  assume  that  the  Presi- 
dent had  approved  the  diversion.  He  testified 
that,  on  or  about  that  day,  he  asked  Poindex- 
ter directly,  "does  the  President  know?"  He 
told  me  [the  President]  did  not."  North  testi- 
fied that  the  President  confirmed  this  lack  of 
knowledge  on  November  25  when  the  Presi- 
dent told  him  by  telephone  that,  "I  just 
didn't  know."  Robert  Earl,  North's  aide,  tes- 
tified that  North  had  told  him  that  the  Presi- 
dent had  said  "it  is  important  that  I  not 
know."  Lt.  Cmdr.  Coy,  the  third  oflficemate, 
who  was  also  present,  did  not  recall  any  con- 
versation about  the  President's  knowledge. 
Fawn  Hall  testified  that  North  told  her  that 
the  President  had  "called  him  an  American 
hero"  and  said  that  "he  [the  President]  just 
didn't  know." 

Casey's  Knowledge 

Discrepancies  about  Casey's  knowledge  of 
the  diversion  also  abound.  Poindexter  testi- 
fied that  he  "purposely"  did  not  discuss  the 
subject  with  Casey.  Poindexter's  reasoning 
was  that  Casey  frequently  had  to  testify  be- 
fore Congress  and  he  did  not  want  to  place 
Casey  in  a  position  of  having  to  lie.  Poindex- 
ter further  testified  that  he  had  no  indication 
that  Casey  was  aware  of  the  diversion  aspect 
of  the  arms  sales  operation. 

North,  on  the  other  hand,  testified  that  he 
"had  consulted  very  carefully  with  Director 
Casey  [about  the  diversion],  and  he  .  .  .  was 
very  enthusiastic  about  the  whole  program." 
He  stated  that  he  had  told  Casey  of  the  plan 
to  use  the  proceeds  for  the  Contras  before  the 
fact,  and  that  he  had  reviewed  with  Casey 
(probably  in  February  1986)  at  least  one 
memo  referring  to  the  diversion  before  send- 
ing it  "up  the  line"  for  Presidential  approval. 
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While  still  at  the  NSC,  North  made  incon- 
sistent statements  about  Casey's  knowledge. 
He  told  Earl  in  the  spring  of  1986  that  Casey 
knew.  But  on  November  23,  when  ques- 
tioned by  the  Attorney  General,  North  omit- 
ted Casey  from  the  list  of  persons  privy  to  the 
diversion.  According  to  North,  this  omission 
occurred  after  Casey  had  suggested  a  "fall 
guy  plan"  in  which  North  and,  if  necessary, 
Poindexter  would  take  the  blame. 

Another  CIA  official,  Charles  Allen,  be- 
came aware  as  early  as  January  or  February 
1986  of  the  possibility  of  a  diversion.  Allen 
effectively  acted  as  Ghorbanifar's  CIA  case 
officer  from  their  first  meeting  in  January 
1986.  Allen's  notes  record  that,  early  in  their 
relationship,  Ghorbanifar  told  him  that 
money  could  be  generated  from  the  arms 
sales  to  support  the  Contras  and  other  activi- 
ties. Allen  found  Ghorbanifar's  statements 
so  "far-fetched"  and  "trivial"  that,  although 
he  recorded  them  in  his  notes,  he  did  not 
report  them  to  his  superiors. 

Allen  remained  "very  troubled  in  Sep- 
tember that  the  operation  was  to  spin  out 
of  control."  On  September  9,  he  met  with 
North  following  a  meeting  between  North 
and  Poindexter  on  the  Iran  initiative. 
North  told  Allen  that  the  First  Channel 
into  Iran  was  to  be  shut  down,  and  that 
the  Second  Channel  had  "flourish[ed]  into 
full  bloom." 

Allen  was  surprised  by  this  information. 
He  returned  to  the  CIA  "very  nonplussed 
because  I  couldn't  figure  out  why  we  would 
so  abruptly  shut  down  the  first  channel  un- 
less we  had  a  very  good  plan  for  shutting  it 
down  in  a  way  that  Ghorbanifar  and  other 
creditors  of  Ghorbanifar  would  feel  as- 
suaged. ..."  Nevertheless,  the  next  day  Allen 
reported  this  conversation  to  Casey  matter- 
of-factly  and  without  comment,  including  a 


flat,  unexplained  observation  that  "[t]o  cut 
Ghorbanifar  out,  Ollie  will  have  to  raise  a 
minimum  of  $4  million." 

On  October  1,  Allen  took  his  worries  to 
Gates.  He  told  Gates  that  the  Ghorbanifar 
channel  was  a  "running  sore,"  and  that  he 
was  concerned  that  the  Iran  initiative  was 
"going  to  be  exposed  if  something  isn't 
done."  He  also  told  Gates  that  "perhaps  the 
money  has  been  diverted  to  the  contras."  Ac- 
cording to  Allen,  Gates  was  "deeply  dis- 
turbed by  that  and  asked  me  to  brief  the 
Director."  When  Allen  briefed  Casey  a  week 
later,  he  found  that  Roy  Furmark — a  busi- 
ness associate  of  Saudi  entrepreneur  Adnan 
Khashoggi's  and  former  client  of  Casey's — 
had  been  there  before  him. 

As  discussed  more  fully  in  Chapter  18, 
Furmark  and  Casey  met  on  October  7.  Al- 
though Furmark  knew  of  Ghorbanifar's 
speculation  about  the  diversion,  it  is  not  clear 
that  he  shared  this  speculation  with  Casey. 
Furmark's  testimony  before  the  Senate  Se- 
lect Committee  on  Intelligence  is  somewhat 
inconsistent  on  this  point.  North  testified 
that  Furmark  had  told  Casey  in  early  Octo- 
ber about  the  speculation  surrounding  the 
diversion  to  the  Contras. 

In  any  event,  according  to  North,  the 
meeting  with  Furmark  triggered  Casey  to  in- 
struct North  "that  this  whole  thing  was  com- 
ing unravelled  and  that  things  ought  to  be 
'cleaned  up' . . ."  In  response,  North  testified 
that  he  "started  cleaning  things  up";  he 
"started  shredding  documents  in  earnest 
after  [this]  discussion  with  Director  Casey  in 
early  October.  ..." 

Before  Casey  suffered  a  stroke  on  Decem- 
ber 15,  1986,  he  maintained  that  he  had  not 
known  of  the  diversion  prior  to  the  Attorney 
General's  press  conference.  He  died  on  May 
6,  1987. 
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HOW  MUCH  WAS  DIVERTED? 

Even  the  amount  of  arms  sales  profits  that 
were  used,  and  that  were  intended  to  be  used, 
for  the  Contras  is  the  subject  of  contradic- 
tory testimony.  The  Committees  have  con- 
cluded that  at  least  $3.8  million  of  the  $16.1 
million  in  arms  sales  profits  were  used  for 
Contra  assistance.  Poindexter  testified  that 
he  believed  the  entire  surplus  was  used  for 
that  purpose.  In  contrast,  North  testified 
that  the  surpluses  were  to  be  used  for  a  num- 
ber of  other  covert  projects,  and  that  Secord 
and  his  partner,  Albert  Hakim  were  entitled 
to  a  fair  profit. 

Secord  and  Hakim  testified  that  no  agree- 
ment existed  on  how  much  of  the  money 
would  be  used  for  the  Contras:  it  was  within 


their  discretion  whether  to  accept  or  reject 
any  request  for  expenditure  by  North.  North 
and  Poindexter  were  both  surprised  that  the 
Enterprise  still  has  more  than  $8  million. 
Poindexter  was  repeatedly  told  by  North 
that  Secord  was  losing  money,  and  he  as- 
sumed that  all  of  the  Enterprise's  funds  had 
been  spent. 

Whatever  the  amount  or  expectations,  the 
diversion  did  occur.  Money  generated  by 
arms  sales  authorized  by  a  Presidential  Find- 
ing for  only  one  covert  purpose — the  Iranian 
initiative — was  used  for  a  wholly  different 
covert  purpose — Contra  support.  Arms-for- 
hostages  also  became  arms-for-Contras,  a 
purpose  that  was  not  authorized  by  any 
Finding  and  that  was  proscribed  by  the  Bo- 
land  Amendment  for  appropriated  funds. 
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CHAPTER  16 


Summary: 

The  Iran  Initiative 


It  was  not  a  mistake  for  the  President  to  seek 
an  opening  to  Iran.  Nor  was  it  an  error  for 
the  President  to  seek  the  release  of  kid- 
napped American  citizens.  What  was  wrong 
with  the  Iran  initiative  was  the  way  in  which 
the  Administration  tried  to  achieve  these  ob- 
jectives. 

The  Administration  had  pledged  that  the 
United  States  would  not  bargain  with  ter- 
rorists. This  Nation  would  not  make 
concessions  in  exchange  for  American  hos- 
tages, because  such  concessions  could  only 
encourage  more  kidnapping.  Painful  as  the 
consequences  might  be,  the  Administration 
had  recognized  that  the  United  States  could 
not  undermine  its  foreign  policy  to  win  the 
freedom  of  its  captive  citizens — for  other- 
wise, the  entire  Nation  would  be  held  hos- 
tage. 

Similarly,  the  Administration  had  recog- 
nized that  it  was  not  in  the  Nation's  interest 
to  prolong  the  Persian  Gulf  War  and 
strengthen  the  hand  of  the  Ayatollah  against 
Iraq.  The  Administration  had  therefore 
pledged  that  the  United  States  would  not 
arm  either  side,  but  would  maintain  a  policy 
of  strict  neutrality,  and  would  urge  U.S.  al- 
lies and  friends  to  do  the  same. 


The  Iran  initiative  broke  both  of  these 
pledges  and  violated  both  of  these  policies. 

It  is  true,  of  course,  that  policies  are  sub- 
ject to  change.  Foreign  policy  is  not  immuta- 
ble. But  when  policies  are  thought  ripe  for 
change,  established  processes  exist  in  the 
U.S.  Government  for  making  informed  judg- 
ments. These  processes  are  not  mere  formali- 
ties. They  are  intended  to  draw  on  the 
knowledge  and  expertise  of  accountable  of- 
ficials, and  to  produce  reasoned  determina- 
tions. In  the  Iran  initiative,  those  processes 
were  deliberately  bypassed,  and  deception  re- 
placed consultation. 

The  President  undertook  the  arms  initia- 
tive in  1985  against  the  advice  of  his  own 
Secretaries  of  State  and  Defense,  without  ob- 
taining the  views  of  intelligence  community 
professionals,  and  without  adequate  analysis. 
Secretary  of  State  Shultz  warned  that  the 
proposed  initiative  amounted  to  trading 
arms  for  hostages.  Secretary  of  Defense 
Weinberger  warned  in  1985  that  it  violated 
the  law.  Both  Cabinet  officers  rejected  the 
notion  that  the  United  States  could  use  the 
leverage  of  arms  sales  to  open  a  new  relation- 
ship with  Iran.  A  draft  National  Security 
Decision  Directive  proposing  the  new  arms 
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policy  was  dropped.  And  the  Central  Intelli- 
gence Agency  warned  that  the  proposed  in- 
terlocutor of  the  new  relationship,  Manucher 
Ghorbanifar,  was  a  talented  fabricator. 
There  was,  in  short,  no  adequate  basis  for 
reversing  U.S.  policy  against  arms  sales  to 
Iran  or  concessions  to  terrorists.  Yet  the  plan 
proceeded. 

The  manner  in  which  the  President  made 
his  decision  epitomized  the  larger  problem. 
His  decision  was  at  once  too  casual  and  too 
influenced  by  emotional  concern  for  the  hos- 
tages. It  constituted  a  major  shift  in  U.S. 
policy,  yet  it  was  not  recorded  in  any  writing. 
Public  knowledge  of  the  original  decision 
comes  almost  entirely  from  Robert  McFar- 
lane,  whose  recollection  has  fluctuated.  Rea- 
soned analysis  was  sacrificed  for  the  sake  of 
secrecy  and  deniability.  The  President's  deci- 
sion was  therefore  never  fully  exposed  to  the 
members  of  the  National  Security  Council 
itself.  Secretary  Shultz,  for  example,  argued 
against  the  proposed  policy  in  December 
1985  and  January  1986  at  three  White  House 
meetings,  unaware  that  the  President  had 
signed  Findings  authorizing  the  arms  sales 
prior  to  each  of  those  meetings.  Secretary 
Weinberger  believed  during  1986  that  the 
United  States  would  ship  no  more  than  500 
TOWs  unless  and  until  all  the  hostages  were 
released,  unaware  that  the  United  States  had 
in  fact  shipped  1,500  TOWs  plus  HAWK 
spare  parts  to  obtain  the  release  of  just  two 
hostages. 

The  results  in  these  circumstances  were 
predictable.  Indeed,  given  the  manner  in 
which  the  Iran  initiative  was  conceived  and 
conducted,  there  is  no  mystery  in  why  it 
failed,  only  in  why  it  continued,  particularly 
when  promise  after  promise  was  broken  by 
the  Iranian  side: 


•  At  least  four  hostages  were  to  be  released 
in  September  1985  after  Israel  shipped  the 
504  TOWs.  But  only  one  was. 

•  All  of  the  hostages  were  to  be  released  in 
November  after  Israel  shipped  the 
HAWK  missiles.  But  none  was. 

•  The  Speaker  of  the  Iranian  Parliament, 
Hofshan  Rafsanjani,  was  to  meet  McFar- 
lane  during  his  Tehran  trip.  But  Rafsan- 
jani never  appeared. 

•  All  of  the  hostages  were  to  be  released 
when  the  United  States  completed  the  de- 
livery of  the  HAWK  parts  in  1986.  But 
only  one  was. 

•  The  Iranians  were  to  release  one  hostage 
and  to  exert  best  efforts  to  release  another 
after  the  United  States  shipped  500  more 
TOWs  in  October  1986.  But  only  one  was 
released,  while  the  Iranians  demanded  ad- 
ditional weapons  before  they  made  any  ef- 
fort to  release  a  second. 

As  Secretary  Shultz  testified,  "[o]ur  guys, 
.  .  .  they  got  taken  to  the  cleaners."  Indeed, 
by  the  end  of  the  initiative,  the  Administra- 
tion had  yielded  to  virtually  every  demand 
the  Iranians  had  ever  put  on  the  table. 
Concessions  that  the  Administration  was  un- 
willing even  to  consider  in  1985,  it  made  in 
1986.  No  price  seemed  too  high  to  North  and 
Poindexter,  not  even  promises  to  help  over- 
throw the  Government  of  Iraq  or  to  pressure 
Kuwait  into  releasing  the  murderous  Da'wa 
terrorists.  And  in  the  meantime,  three  more 
Americans  were  kidnapped  in  Lebanon. 

The  record  affords  some  explanation  of 
why  the  Administration  persisted — and 
capitulated — when  the  Iranians  repeatedly 
reneged:  the  decisionmakers  were  moved  by 
different  objectives  in  hopeless  conflict  with 
one  another.  The  goals  of  freedom  for  the 
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American  hostages  and  better  relations  with 
Iran  required  that  the  United  States  create 
trust  in  Tehran.  But  generating  surpluses  for 
the  Contras  and  other  secret  operations  re- 
quired that  the  United  States  overcharge  the 
Iranians.  Stinging  the  Ayatollah  may  have 
provided  some  ironic  laughter  in  the  Old  Ex- 
ecutive Office  Building,  as  North  testified, 
but  it  was  no  basis  for  building  an  improved 
relationship  with  Iran  or  for  gaining  release 
of  the  hostages.  North  boasted  that,  "I  lied 
every  time  I  met  the  Iranians."  But  the  Irani- 
ans North  was  so  willing  to  deceive  were  the 
same  people  the  Administration  was  depend- 
ing on  to  foster  a  new  relationship  with  Teh- 
ran. 

With  these  thoughts  in  mind,  the  Commit- 
tees now  examine  the  record  in  greater  detail 
for  the  reasons  that  the  President  and  his 
advisers  continued  the  Iran  initiative  long 
after  the  handwriting  was  on  the  wall. 


THE  ATTORNEY  GENERAL'S  ADVICE 

Attorney  General  Edwin  Meese  advised  the 
President  that  he  did  not  have  to  notify  Con- 
gress before  selling  arms  to  Iran.  The  Attor- 
ney General  based  this  advice  on  an  opinion 
of  his  predecessor,  William  French  Smith, 
who  concluded  that  the  President  could  ex- 
port arms  pursuant  to  a  Finding,  without 
complying  with  the  Arms  Export  Control 
Act.  But  Attorney  General  Smith's  opinion 
explicitly  stated  that  the  President  should 
notify  the  Intelligence  Committees  before 
the  arms  were  actually  exported.  Meese  took 
this  advice  one  step  further  and  approved  the 
sales  without  advance  notification. 

In  taking  this  aggressive  position,  the  At- 


torney General,  out  of  concern  for  secrecy, 
did  not  consult  with  the  Office  of  Legal 
Counsel  in  the  Justice  Department  or  with 
any  of  his  aides.  He  did  no  research  on  legis- 
lative history,  and  his  advice  was  not  reduced 
to  writing.  The  Attorney  General  appears  to 
have  done  little  more  than  to  express  his 
"concurrence  with  the  CIA  view." 

The  sale  of  arms  pursuant  to  a  Presidential 
Finding  without  prior  notification  to  the  In- 
telligence Committees  or  Congress  itself  was, 
so  far  as  the  Committees  can  determine,  un- 
precedented. The  President  was  entitled  to 
more  careful  legal  advice  from  the  Attorney 
General  before  the  President  approved  the 
sales.  The  Committees  believe  that  sound 
analysis  and  judgment  would  have  led  Attor- 
ney General  Meese,  like  his  predecessor,  to 
advise  the  President  that  the  Intelligence 
Committees  had  to  be  notified.  Had  the  Pres- 
ident been  required  to  take  this  step,  he  may 
well  not  have  proceeded  with  the  sales,  and 
the  President  and  the  country  would  have 
been  spared  serious  embarrassment. 

The  Attorney  General  served  as  a  member 
of  the  NSC  by  appointment  of  the  President. 
There  is  only  one  reason  to  have  an  Attorney 
General  on  the  NSC:  to  give  the  President 
independent  and  sound  advice.  That  did  not 
happen  in  the  Iran  Affair,  and  the  President 
was  poorly  served. 


THE  HOSTAGE  OBJECTIVE 

In  his  address  to  the  Nation  on  August  12, 
1987,  the  President  stated: 

[0]ur  original  initiative  got  all  tangled  up  in 
the  sale  of  arms,  and  the  sale  of  arms  got  tan- 
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gled  up  with  the  hostages.  ...  I  let  my  preoccu- 
pation with  the  hostages  intrude  into  areas 
where  it  didn't  belong. 

The  record  supports  this  candid  self-criti- 
cism. 

Freeing  the  hostages  was  a  primary  objec- 
tive for  the  President  in  the  Iran  initiative.  It 
was  foremost  in  his  mind.  Yet  the  President 
failed  to  see  that,  by  pursuing  this  objective 
through  the  sale  of  arms,  the  Administration 
was  violating  its  own  basic  principles,  and 
putting  all  the  cards  in  the  terrorists'  hands. 
The  Administration,  in  effect,  was  creating 
an  incentive  for  the  Iranians  to  continue  es- 
calating their  demands,  and  worse,  to  con- 
tinue kidnapping  Americans. 

The  President  seems  to  have  been  vulnera- 
ble to  the  pleas  of  the  hostage  families.  His 
aides  sought  to  keep  those  families  from 
meeting  with  him.  But  this  quarantine  ended 
in  June  1985,  when  the  President  held  the 
first  of  several  meetings  with  the  hostage 
families. 

Although  the  President  was  also  undoubt- 
edly interested  in  promoting  moderation  of 
Iranian  policies  and  opening  a  new  relation- 
ship with  that  regime,  his  primary  focus 
throughout  the  venture  was  on  the  hostages. 
Indeed,  North  told  the  Attorney  General  in 
November  1986  that,  with  the  President,  "it 
always  came  back  to  the  hostages."  And  to 
be  sure,  from  the  very  outset  in  the  summer 
of  1985,  the  NSC  staff  stressed  that  the  initia- 
tive could  lead  to  the  release  of  the  hostages. 

Perhaps  the  best  expression  of  the  Presi- 
dent's concern  was  his  statement  at  the  De- 
cember 7,  1985,  meeting  with  members  of  the 
NSC.  There,  as  recalled  by  Secretary  Shultz, 
the  President  brushed  aside  arguments  that 
the  arms  sales  might  violate  the  Arms  Export 
Control  Act  with  the  statement  that  "the 


American  people  will  never  forgive  me  if  I 
fail  to  get  these  hostages  out  over  this  legal 
question." 

The  Iranians  preyed  on  the  President's  vulnera- 
bility with  threats  to  kill  the  hostages.  In  August 
1986,  the  President  approved  a  shipment  of 
HAWK  parts  after  being  told  the  hostages  might 
be  killed.  There  were  also  domestic  political  con- 
siderations. North  wrote  in  his  notebook  that  the 
hostages  should  be  released  in  time  for  the  Presi- 
dent's 1986  State  of  the  Union  address.  Later,  he 
hoped  for  release  by  July  4. 

The  Committees  do  not  fault  the  President 
for  his  concern  about  the  hostages.  It  is  a 
testament  to  the  values  of  this  Nation  that 
the  leader  of  the  greatest  power  on  Earth 
would  devote  so  much  energy  and  thought  to 
the  fate  of  six  citizens.  But  when  fundamen- 
tal foreign  policy  decisions  are  sacrificed  in 
the  hope  of  freeing  six  hostages,  then  the 
Nation  itself  becomes  the  victim.  Every 
American  who  travels  abroad  becomes  a  po- 
tential hostage,  and  U.S.  policy  can  be  dic- 
tated by  hostage-takers. 

As  the  President  himself  now  recognizes, 
emotion  must  never  be  allowed  to  substitute 
for  judgment  in  the  conduct  of  U.S.  foreign 
policy.  The  stakes  are  simply  too  great. 


THE  POSITION  OF  ISRAEL 

Israel's  sponsorship  of  the  Iran  initiative, 
and  of  Ghorbanifar  as  an  intermediary,  car- 
ried great  weight  with  the  President  and  his 
advisers.  Israel  has  taken  a  strong  stand 
against  international  terrorism;  and  Israeli 
intelligence  services  are  among  the  most  re- 
spected in  the  world.  McFarlane  turned  to 
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Israel  in  the  spring  of  1985  for  intelligence  on 
Iran  because  of  dissatisfaction  with  CIA 
capabilities. 

The  Israelis  strongly  advocated  the  initia- 
tive, viewing  it  as  a  joint  U.S. -Israel  opera- 
tion, and  were  willing  to  give  the  United 
States  deniability — so  long  as  it  did  not  sub- 
ject them  to  criticism  by  Congress  and  the 
Secretary  of  State  was  fully  informed. 
McFarlane  and  Poindexter  discussed  with 
the  Israelis  at  various  times  in  1985  the  Ad- 
ministration's view  that,  since  Israel — and 
not  the  United  States — was  selling  to  Iran, 
U.S.  policy  was  not  being  violated. 

Moreover,  the  Israelis  made  a  particu- 
larly attractive  proposal  in  January  1986 
when  Nir  told  Poindexter  that  if  the  hos- 
tages were  not  released  after  the  delivery  of 
another  500  TOWs,  Israel  would  bear  that 
loss  and  the  United  States  would  not  have 
to  replenish  the  Israeli  inventory.  Even 
after  this  "no  lose"  proposition  was  rejected 
in  favor  of  the  United  States  selling  to  Iran 
through  Secord,  Amiram  Nir  continued  to 
urge  the  initiative. 

Yet,  the  President  was  under  no  illusion 
that  the  interests  of  the  United  States  and 
Israel  were  synonymous.  As  early  as  June 
1985,  Secretary  Shultz  had  pointed  out  to 
McFarlane  that  Israel  had  little  to  lose  by 
promoting  the  initiative:  it  had  no  policy 
against  arms  sales  to  Iran,  and,  given  the 
hostility  of  most  of  its  neighbors,  Israel  was 
more  willing  to  gamble  on  the  prospect  of 
changes  in  the  Iranian  Government. 

No  foreign  state  can  dictate  the  conduct  of 
U.S.  foreign  policy.  Superpowers  make  their 
own  decisions.  And  the  United  States  did  so 
in  this  instance.  Nevertheless,  Israel's  en- 
dorsement of  the  Iran  initiative  cannot  be 
ignored  as  a  factor  in  its  origin  or  in  its  con- 
tinuation. 


THE  CONTRA  OBJECTIVE 

If  Israel  had  its  own  interests  in  promoting 
the  initiative,  and  if  the  President  was 
preoccupied  with  the  hostages  in  pursuing 
the  initiative,  North  was  obsessed  with  the 
Contras.  From  North's  first  substantive  in- 
volvement with  the  arms  sales  in  the  fall  of 
1985,  the  initiative  produced  money  for  the 
Contras. 

After  the  Enterprise  became  the  selling 
agent  for  the  CIA  in  January  1986,  North  set 
prices  to  create  a  surplus  for  the  Contras.  He 
and  Secord  used  a  markup  of  more  than  200 
percent.  And  when  the  Tehran  mission 
failed,  North  sought  to  cheer  up  McFarlane 
with  the  news  that  the  arms  sales  had  at  least 
achieved  some  benefit — they  were  subsidiz- 
ing the  Contras. 

It  is  not  necessary,  however,  to  rely  on 
inference  for  the  effect  of  profits  on  North's 
recommendations  to  continue  the  weapons 
sales.  North  testified  that  when  he  was  begin- 
ning to  doubt  the  wisdom  of  the  initiative  in 
January  1986,  he  found  the  opportunity  to 
support  the  Contras  from  the  proceeds  of 
future  sales  an  "attractive  incentive"  to  con- 
tinue. 

North's  promotion  of  the  initiative  con- 
tinued to  the  end,  as  he  drafted  memoran- 
dums to  Poindexter  for  the  President,  always 
recommending  that  the  initiative  proceed, 
warning  that  the  hostages  might  be  killed  if 
it  ended,  and  predicting  ultimate  success  in 
retrieving  the  hostages  if  the  United  States 
stayed  the  course.  There  is  no  evidence  that 
North  ever  saw  or  understood  that  gouging 
the  Iranians  on  behalf  of  the  Contras  was  at 
cross  purposes  with  gaining  freedom  for  the 
hostages.  Arms-for-hostages  and  profits 
-for-Contra-support  were  conflicting  goals 
that  could  not  be  reconciled. 
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THE  PROFIT  OBJECTIVE 

While  North  sought  profits  for  the  Contras 
(and  other  covert  operations),  Albert  Hakim 
sought  profits  for  himself.  He  made  no  secret 
of  his  personal  motive  to  North  or  to  George 
Cave  of  the  CIA  in  promoting  the  Second 
Channel  as  a  means  of  continuing  the  col- 
lapsing initiative. 

Above  all,  Hakim  was  a  businessman.  He 
candidly  testified  that  he  saw  an  opportunity 
to  make  a  3  percent  piece  of  the  annual  $  1 5 
billion  Iranian  market  if  the  Second  Channel 
initiative  succeeded.  While  Hakim  saw  no 
conflict  between  his  personal  interests  and 
those  of  the  United  States,  he  negotiated  the 
nine-point  agreement  as  if  basic  principles 
were  commodities  open  for  trade.  This  unap- 
pointed  diplomat  was  willing  to  bargain 
away  the  most  fundamental  precepts  of  U.S. 
foreign  policy  to  open  the  doors  for  business 
with  Iran. 

The  fault,  however,  does  not  lie  with 
Hakim.  He  was  left  by  North  to  negotiate  the 
agreement;  his  plan  was  approved  by  North 
and  Poindexter,  and  according  to  Poindex- 
ter,  by  the  President  (who  was  not  told  that 
Hakim  had  negotiated  it);  and  his  ulterior 
purposes  were  well  known. 

Arms-for-profit  thus  entered  the  list  of 


colliding  objectives  in  the  Iran  initiative. 
Privatization  of  foreign  policy  had  its 
costs. 


Too  many  drivers — and  never  the  right 
ones — steering  in  too  many  different  direc- 
tions took  the  Iran  initiative  down  the  road 
to  failure.  In  the  end,  there  was  no  improved 
relationship  with  Iran,  no  lessening  of  its 
commitment  to  terrorism,  and  no  fewer 
American  hostages. 

The  Iran  initiative  succeeded  only  in  re- 
placing three  American  hostages  with  an- 
other three,  arming  Iran  with  2,004  TOWs 
and  more  than  200  vital  spare  parts  for 
HAWK  missile  batteries,  improperly  genera- 
ting funds  for  the  Contras  and  other  covert 
activities  (although  far  less  than  North  be- 
lieved), producing  profits  for  the  Hakim-Se- 
cord  Enterprise  that  in  fact  belonged  to  the 
U.S.  taxpayers,  leading  certain  NSC  and 
CIA  personnel  to  deceive  representatives  of 
their  own  Government,  undermining  U.S. 
credibility  in  the  eyes  of  the  world,  damaging 
relations  between  the  Executive  and  the  Con- 
gress, and  engulfing  the  President  in  one  of 
the  worst  credibility  crises  of  any  Adminis- 
tration in  U.S.  history. 
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EXPOSURE 

AND  CONCEALMENT 


CHAPTER  1 7 


Exposure  and 
Concealment: 
Introduction 


The  covert  operation  to  support  the  Contras 
had  been  functioning  for  over  a  year  when, 
on  October  5,  1986,  one  of  the  resupply 
planes  was  shot  down  in  Nicaragua  with  Eu- 
gene Hasenfus  on  board — and  the  secret  pro- 
gram began  to  unravel. 

Administration  officials  denied  both  pub- 
licly and  in  testimony  to  Congress  that  the 
U.S.  Government  had  any  connection  to  the 
Hasenfus  flight.  Nonetheless,  investigations 
were  commenced  by  the  FBI  and  the  Cus- 
toms Service,  which,  if  continued  uninter- 
rupted, might  have  uncovered  both  the 
Contra  and  Iran  covert  actions  and  Secord's 
Swiss  bank  accounts.  North  and  Poindexter 
moved  promptly  to  delay  and  narrow  those 
investigations. 

At  about  the  same  time,  a  threat  of  expo- 
sure came  from  a  different  quarter.  Roy  Fur- 
mark,  a  business  associate  of  Saudi  financier 
Adnan  Khashoggi  and  a  former  client  of 
CIA  Director  Casey,  told  Casey  that  Kha- 
shoggi and  two  Canadian  investors  had  lost 
$10  million  on  the  Iran  arms  sales.  He 
warned  Casey  that  the  Canadians  might  sue 
for  return  of  the  $10  million,  claiming  that 
the  money  had  been  used  by  the  U.S.  Gov- 
ernment for  activity  in  Central  America.  Ac- 


cording to  North,  Casey  advised  him  at 
about  this  time  to  destroy  documents  relat- 
ing to  the  covert  Contra  support  operation. 

Then,  on  November  2,  1986,  David  Jacob- 
sen  was  released  from  captivity  in  Leba- 
non— the  last  of  the  three  Americans  to  be 
released  as  part  of  the  Iran  initiative.  His 
release  was  announced  and  applauded  by  the 
White  House  on  November  3,  1986. 

On  the  same  day,  a  Lebanese  magazine, 
Al-Shiraa,  reported  that  the  United  States 
had  sold  arms  to  Iran,  and  that  Robert 
McFarlane  had  visited  Tehran.  This  report 
soon  surfaced  in  the  American  press,  evok- 
ing strong  criticism  from  all  quarters.  The 
President  was  accused  of  making  concessions 
to  terrorists  and  of  violating  the  law  in  selling 
arms  to  Iran. 

The  Administration's  first  response  to  the 
disclosures  was  silence.  Encouraged  by  Poin- 
dexter and  others  on  the  NSC  staff,  the  Presi- 
dent told  his  advisers  that  comment  should 
be  withheld  so  as  not  to  jeopardize  release  of 
the  hostages. 

Silence  proved  infeasible,  however,  and 
the  President  was  forced  to  comment.  The 
President's  first  public  statement  was  to  as- 
sert that  the  press  reports  of  arms  sales  to 
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Iran  had  "no  foundation."  Shortly  the- 
reafter, on  November  13,  1986,  the  President 
conceded  publicly  that  arms  had  been  sold  to 
Iran,  but  branded  as  "wildly  false"  the 
charge  that  he  had  traded  arms  for  hos- 
tages.* The  President  also  denied  on  Novem- 
ber 13,  1986  that  the  sales  violated  any  laws. 

A  preliminary  Justice  Department  analy- 
sis written  on  or  about  November  13,  1986 
concluded  the  sales  were  lawful  because  they 
were  done  pursuant  to  an  Intelligence  Find- 
ing signed  by  the  President  on  January  17, 
1986.  But  the  writer  of  the  analysis  was  un- 
aware that  the  United  States  had  been  in- 
volved in  shipments  of  U.S.  arms  by  Israel  in 
1985  prior  to  any  Finding. 

The  President's  advisers  discussed  the 
legal  problems  raised  by  the  pre-Finding  Is- 
raeli shipments  on  November  18  and  19, 
1986,  while  preparing  for  the  President's 
press  conference  scheduled  for  the  evening  of 
November  19.  When  the  President  was  asked 
about  the  pre-Finding  shipments  at  his  press 
conference,  he  denied  that  the  United  States 
was  in  any  way  involved. 

In  fact,  however,  the  United  States  had 
approved  the  1985  Israeli  shipments,  and  a 
CIA  proprietary  airline  had  actually  carried 
a  November  1985  shipment  of  HAWK  mis- 
siles to  Iran. 

Nonetheless,  in  the  two  days  following  the 
press  conference,  North  and  McFarlane  pre- 
pared a  false  chronology,  Poindexter  and 
Casey  gave  misleading  statements  and  testi- 
mony, respectively,  to  Congressional  com- 


*The  President  maintains  this  position  today.  He  stated  in  a 
recent  interview  that  the  Iran  arms  initiative  "was  not  trading 
arms  for  hostages"  (The  New  Republic,  10/26/87,  at  10) 
despite  his  concession  on  March  4,  1987  (in  response  to  the 
Tower  Board  findings)  that  "what  began  as  a  strategic  open- 
ing to  Iran  deteriorated  in  its  implementation  into  trading 
arms  for  hostages." 


mittees,  and  McFarlane  gave  a  false 
statement  to  the  Attorney  General,  denying 
in  each  case  that  the  United  States  knowingly 
participated  in  the  pre-Finding  Israeli  ship- 
ments. In  the  afternoon  on  November  21, 
1986,  Poindexter  destroyed  a  key  docu- 
ment— a  Presidential  Finding — which  would 
have  exposed  these  statements  as  false. 

Not  all  Administration  officials  par- 
ticipated in  this  effort  to  rewrite  history.  Sec- 
retary Shultz  argued  repeatedly  for  prompt 
and  full  disclosure  of  the  facts.  He  warned 
the  President  directly  on  November  19  and 
20  that  certain  of  his  subordinates  were  giv- 
ing out  inaccurate  information.  Abraham 
Sofaer,  Legal  Adviser  to  the  State  Depart- 
ment, warned  the  White  House  and  the  Jus- 
tice Department  that  a  false  story  was  being 
put  forward  regarding  the  November  1985 
HAWKs  shipment.  Provided  with  this  infor- 
mation, the  Attorney  General  sought  and  re- 
ceived authority  from  the  President  to 
commence  an  inquiry  on  November  21. 

Shortly  after  learning  of  the  Attorney 
General's  inquiry,  both  North  and  Poindex- 
ter destroyed  documents.  North  also  altered 
documents  relating  to  the  NSC  staffs  Contra 
support  operation,  and  he  assured  Poindex- 
ter that  all  documents  relating  to  the  use  of 
proceeds  from  the  Iran  arms  sales  to  support 
the  Contras  had  been  destroyed. 

Notwithstanding  North's  efforts,  Justice 
Department  investigators  found  a  memoran- 
dum on  November  22  that  referred  to  the 
diversion;  and  on  November  25,  the  Attor- 
ney General  and  the  President  made  public 
the  fact  that  arms  sales  proceeds  had  been 
used  for  the  Contras. 

The  existence  of  the  Enterprise,  however, 
remained  a  secret  until  the  public  hearings  of 
these  Committees.  North  concealed  the  En- 
terprise— Secord's    companies    and    Swiss 
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bank  accounts — even  while  admitting  to  the 
diversion.  He  falsely  told  the  Attorney  Gen- 
eral on  November  23,  1986  that  the  Iran 
arms  sales  proceeds  had  gone  directly  from 
the  Israelis  into  accounts  set  up  by  Contra 
leader  Adolfo  Calero,  and  omitted  any  refer- 
ence to  Secord's  accounts  in  which  the  funds 
had  actually  been  placed.  The  Attorney  Gen- 
eral repeated  this  incorrect  account  of  the 
diversion  to  the  public  on  November  25. 


The  disclosures  made  by  the  Attorney 
General  on  November  25  precipitated  the 
President's  request  for  appointment  of  an  In- 
dependent Counsel,  the  establishment  of  the 
Tower  Board,  an  investigation  by  the  Senate 
Select  Committee  on  Intelligence,  and  the 
creation  of  these  Committees;  and  the  secret 
"off-the-shelf  companies  used  in  both  the 
Iran  and  Contra  covert  operations  were 
eventually  exposed. 
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CHAPTER  18 


October  1986: 
Exposure  Threatened 


THE  HASENFUS  PLANE  IS  SHOT 
DOWN 

On  October  5,  1986,  a  C-123  aircraft  carry- 
ing ammunition,  uniforms,  and  medicine  for 
the  Contras  was  shot  down  over  Nicaragua. 
One  crew  member,  Eugene  Hasenfus,  sur- 
vived and  was  captured  by  the  Sandinistas. 
Documents  on  board  the  airplane  connected 
it  to  Southern  Air  Transport  (SAT),  a  former 
CIA  proprietary  charter  airline  based  in 
Miami,  Florida. 

The  U.S.  Government  denied  involve- 
ment, but  several  investigations  by  Govern- 
ment agencies,  as  well  as  the  press, 
commenced  shortly  thereafter.  A  CIA  Sta- 
tion Chief  in  Central  America,  Tomas  Cas- 
tillo, sent  a  secret  message  to  Robert  Dutton, 
Secord's  top  aide  in  the  Contra  resupply  ope- 
ration, alerting  him  that  the  "situation  re- 
quires we  do  necessary  damage  control." 

North  Tries  to  Slow  the  FBI 
Investigation  of  SAT 

Within  days  of  the  Hasenfus  crash,  FBI 
agents  began  interviewing  SAT  employees. 


They  sought  to  determine  whether  arms  or 
combatants  had  been  sent  from  the  United 
States  to  support  insurrection  in  Nicaragua, 
in  violation  of  the  Neutrality  Act.  Before  the 
FBI  agents  could  obtain  any  subpoenas, 
North  called  FBI  Executive  Assistant  Direc- 
tor Oliver  Revell  on  October  8  and  told  him 
he  was  concerned  about  the  SAT  investiga- 
tion. North  assured  Revell  that  SAT  was  not 
involved  in  illegal  activities.  North  also  in- 
dicated to  Revell  that  SAT  was  involved  in 
the  arms  sales  to  Iran.  North  had  earlier  told 
Revell  about  the  Iran  arms  sales  in  late  July 
1986  during  an  Operations  Sub  Group  meet- 
ing. North  told  Revell  that  he  did  not  know 
anything  about  the  C-123  that  was  shot 
down.  North  said  that  SAT  was  still  flying 
arms  shipments  to  Iran,  and  those  missions 
would  inevitably  be  disclosed  if  SAT  was  in- 
vestigated. 

Revell  contacted  the  Miami  FBI  office 
and  asked  for  a  written  briefing  on  the  in- 
vestigation, but  he  did  not  slow  it  down.  In- 
stead, he  obtained  authority  from  Deputy 
Assistant  Attorney  General  Mark  Richard 
to  begin  an  official  investigation  on  October 
10,  1986. 
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North  Tries  to  Slow  the  Customs 
Investigation  of  SAT 

The  U.S.  Customs  Service  also  began  an  in- 
vestigation after  the  crash.  Upon  tracing  the 
purchase  of  the  C-123  to  SAT,  Customs 
agents  served  a  broad  administrative  sub- 
poena on  SAT.  A  full-scale  investigation 
would  have  revealed  payments  for  both  the 
Iran  flights  and  for  arms  shipments  to  the 
Contras  from  the  Enterprise's  Lake  Re- 
sources and  Hyde  Park  Square  accounts  in 
Switzerland.  In  fact,  during  the  May  1986 
Tehran  mission,  the  SAT  crew  stopped  in  a 
European  country  on  their  return  flight, 
loaded  arms,  and  flew  them  to  a  base  in  Cen- 
tral America  for  the  Contra  resupply  opera- 
tion. One  wire  transfer  from  Hyde  Park 
Square  paid  for  both  missions. 

On  October  9,  1986,  North  called  U.S. 
Customs  Assistant  Commissioner  for  En- 
forcement William  Rosenblatt  and  said  he 
was  concerned  about  the  SAT  subpoena. 
North  told  Rosenblatt  that  the  SAT  people 
were  "good  guys"  who  had  done  nothing 
illegal.  North  denied  that  the  SAT  airplane 
contained  arms  when  it  left  the  United 
States.  Relying  on  North's  assurances, 
Rosenblatt  took  steps  to  narrow  the  focus  of 
the  investigation  to  the  airplane  itself,  and 
whether  arms  or  ammunition  were  being  ex- 
ported without  a  license. 


In  late  October,  Poindexter  called  the  Attorney 
General  and  asked  for  delays  in  Customs  and  FBI 
investigations  of  Southern  Air  Transport.  The 
Justice  Department  asked  William  Webster,  FBI 
Director,  to  delay  the  inquiry  10  days.  Mean- 
while, Democratic  House  Judiciary  Committee 
members  asked  the  Attorney  General  to  appoint 
an  independent  counsel  to  investigate  North, 


Poindexter,  Casey,  and  others.  The  matter  was 
referred  to  the  Justice  Department's  Criminal 
Division. 


FURMARK  VISITS  THE  CIA:  TALK  OF 
"DIVERSION" 

While  the  investigations  precipitated  by  the 
Hasenfus  downing  threatened  to  expose  the 
covert  Contra  support  operation,  another 
event  in  October  1986  threatened  to  expose 
the  diversion:  Roy  Furmark,  a  business  asso- 
ciate of  Adnan  Khashoggi  warned  the  CIA 
that,  unless  certain  investors  in  the  Iran  arms 
sales  were  repaid,  they  would  publicly  dis- 
close what  they  knew  of  the  arms  sales  and 
the  use  of  arms  sales  proceeds  for  the  Con- 
tras. 

Furmark — who  was  also  a  former  law  cli- 
ent of  Director  Casey — met  with  Casey,  at 
Khashoggi's  request,  on  October  7  in  Casey's 
office.  Furmark  said  that  Khashoggi  and  two 
Canadian  investors  had  supplied  financing 
for  the  Iran  arms  sales.  They  claimed  to  have 
lost  their  $10  million  advance  when  the 
United  States  overcharged  and  then  aban- 
doned the  First  Iranian  Channel  in  favor  of 
dealing  with  the  so-called  Second  Channel. 
Khashoggi  wanted  Furmark  to  see  if  Casey 
could  get  the  U.S.  Government  to  make  good 
on  this  loan. 

At  their  October  7  meeting,  Furmark  in- 
formed Casey  of  Khashoggi's  role,  discussed 
the  financial  problems  that  had  arisen,  and 
said  that  Khashoggi  was  under  pressure 
from  the  two  Canadians  who  had  par- 
ticipated in  the  $10  million  financing.  Fur- 
mark warned  Casey  that  Manucher 
Ghorbanifar — the  initial  go-between  for  the 
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United  States  with  the  Iranians — was  also 
upset  and  was  threatening  to  tell  members  of 
the  Senate  Select  Committee  on  Intelligence 
(SSCI)  about  the  arms  sales.  When  Casey 
suggested  that  the  transaction  sounded  like 
an  Israeli  arrangement,  Furmark  told  Casey 
that  North  was  directing  the  deal. 

Charles  Allen  of  the  CIA  had  heard  from 
North  in  early  September  that  the  First 
Channel  was  being  shut  down  and  that  the 
Second  Channel  had  "flourished  into  full 
bloom."  Allen  was  disturbed  by  this  news, 
"because  I  couldn't  figure  out  why  we  would 
so  abruptly  shut  down  the  first  channel  un- 
less we  had  a  very  good  plan  for  shutting  it 
down  in  a  way  that  Ghorbanifar  and  these 
creditors  of  Ghorbanifar  would  feel  as- 
suaged." Allen  shared  his  concerns  with 
Robert  Gates  of  the  CIA  on  October  1. 
Gates,  too,  was  disturbed  and  asked  Allen  to 
brief  the  CIA  Director. 

Allen  and  Gates  arrived  in  Casey's  office 
together  on  October  7,  after  Furmark  had 
departed.  Allen  told  Casey  of  his  misgivings. 
Casey  rejoined  that  he  had  just  met  with  Fur- 
mark, who  had  described  Khashoggi's  fi- 
nancial problems  with  other  investors  whom 
Allen  understood  to  be  Canadian.  Casey  did 
not  mention  that  funds  might  have  been  di- 
verted to  the  Contras.  gone  to  the  Contras; 
rather,  it  recorded  Ghorbanifar  as  stating 
that,  "some  of  .  .  .  [the]  profit  was  redis- 
tributed to  other  projects  of  the  US  and  of 
Israel." 

Gates  and  Casey  met  with  Poindexter  the 
following  day,  October  15.  Poindexter  read 
Allen's  memorandum.  Although  Poindexter 
acknowledged  in  his  testimony  that  the 
memorandum  contained  the  news  that 
Ghorbanifar  or  his  financiers  were  saying 
that  their  money  went  to  Central  America, 
and  although  Poindexter  and  Casey  met 


alone,  Poindexter  testified  that  he  and  Casey 
did  not  discuss  the  diversion.  Casey  simply 
recommended,  according  to  Poindexter,  that 
Poindexter  seek  the  advice  of  White  House 
Counsel  with  respect  to  disclosure  of  the  ini- 
tiative. Poindexter,  however,  did  nothing  be- 
cause he  did  not  trust  the  White  House 
Counsel. 

After  meeting  with  Poindexter,  Gates 
and  Casey  directed  Allen  to  meet  with  Fur- 
mark the  next  day,  October  16.  Allen  met 
Furmark,  and  sent  a  memorandum  of  the 
meeting  to  Casey.  Allen's  memorandum  re- 
cited Furmark's  account  of  the  origins  of 
the  Iran  arms  transactions  and  Ghorbani- 
far's  current  financial  condition.  Furmark 
recommended  that  the  United  States  con- 
sider yet  another  arms  transaction  to  main- 
tain credibility  with  the  Iranians  and  to 
provide  Ghorbanifar  with  enough  capital  to 
make  a  partial  repayment  to  Khashoggi's 
creditors.  As  with  Allen's  October  14  mem- 
orandum, this  memorandum  contained  no 
specific  reference  to  a  diversion  of  funds  to 
the  Contras.  According  to  Allen,  he  wished 
to  protect  himself  from  any  indiscriminate 
use  of  the  memorandum. 

North's  notebooks  show  that  Furmark's 
recommendation  to  generate  funds  to  pay 
Khashoggi's  creditors  received  serious  con- 
sideration. North  wrote  of  a  conversation 
with  Israeli  official  Amiram  Nir  on  October 
22:  "Best  way  to  recoup  funds  to  pay  off 
Furmark,  et  al  is  to  overcharge  on  subse- 
quent deliveries." 

On  October  22,  Charles  Allen,  George 
Cave,  and  Roy  Furmark  met  in  New  York. 
In  the  course  of  that  meeting,  Furmark 
raised,  for  the  first  time  with  Allen,  the  possi- 
bility that  funds  used  to  finance  the  arms 
sales  might  have  been  diverted  to  the  Con- 
tras. 
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Allen  and  Furmark  met  once  more  on  No- 
vember 6.  By  this  time  the  feared  publicity  of 
the  Iran  initiative  had  occurred.  Allen  pre- 
pared a  memorandum  for  Casey  the  follow- 
ing day,  which  reported  that  the  Canadian 
investors — having  been  deprived  of  the 
threat  of  exposing  the  initiative — were  now 
threatening  a  lawsuit  over  their  failure  to  be 
paid.  The  memorandum  also  showed  that 
Furmark  again  alerted  Allen  to  the  remain- 
ing trump  card  in  the  investors'  deck:  linking 
the  overcharges  on  the  HAWK  spare  parts 
to  the  diversion.  Furmark  also  told  Allen  of 
his  discovery  that  Secord  was  involved  in 
both  the  arms  sales  and  the  Contra  resupply 
operation. 

Allen  reported  to  Casey  that  Furmark  was 
most  interested  in  prompting  another  arms 
deal  so  that  Ghorbanifar  could  recoup  his 
money,  and  that  unhappy  investors  could 
make  some  "nasty  allegations  against  the  US 
Government  and  key  officials"  if  the  matter 
went  unresolved.  On  the  latter  point,  how- 
ever, Allen  added  reassuringly  that  "much  of 
what  they  know  is  speculation  and  cannot  be 
proven." 

At  Furmark's  request,  Casey  met  with 
him  again  on  November  24  at  CIA  head- 
quarters. Furmark  and  Casey  reviewed  the 
finances  of  the  Iran  arms  transactions  be- 
ginning in  February  1986.  This  review 
established  that  the  transactions  had  re- 
sulted in  excess  funds;  Casey  told  Furmark 
that  he  did  not  know  where  that  money  had 
gone. 

In  Furmark's  presence,  Casey  unsuccess- 
fully tried  to  reach  the  President's  Chief  of 
Staff,  Donald  Regan.  He  then  called  North 
and  said  "there's  a  guy  here  says  you  owe 
him  $10  million.  .  .  ."  North  reportedly  re- 
sponded: "[T]ell  the  man  that  the  Iranians  or 
the  Israelis  owe  them  the  money." 


THE  TRAVELERS  CHECK  LEDGER 

As  set  out  in  Chapter  2,  North  received  from 
Contra  leader  Adolpho  Calero  a  large  num- 
ber of  travelers  checks  for  distribution  to 
Contra  leaders  and  for  a  variety  of  other  pro- 
grams. North  asserted  that  he  maintained 
"meticulous  records"  of  the  receipt  and  dis- 
bursement of  these  checks  in  a  ledger  pro- 
vided by  Casey.  Fawn  Hall  and  Robert  Owen 
testified  to  seeing  North  make  entries  in  such 
a  ledger. 

North  destroyed  this  ledger,  according  to 
his  testimony,  at  the  direction  of  Casey  to 
protect  sensitive  names  and  information. 
North  told  the  Committees  that  Casey  had 
instructed  him  sometime  between  October 
13  and  November  4  to  "  'get  rid  of  that  book 
because  the  book  has  in  it  the  names  of  every- 
body, the  addresses  of  everybody.  Just  get  rid 
of  it  and  clean  things  up.'  " 

As  a  result  of  this  destruction,  no  written 
record  exists  to  verify  North's  testimony  that 
checks  he  cashed  for  his  personal  use  actu- 
ally were  reimbursements  for  his  out-of- 
pocket  expenses  on  behalf  of  the  Contras. 


THE  FALL  GUY  PLAN 

Throughout  the  events  of  the  Iran-Contra 
Affair,  deception  was  viewed  as  a  necessary 
component.  At  the  same  time,  according  to 
North's  testimony,  Casey  recognized  the 
need  for  an  ultimate  coverup  in  the  event  of 
public  disclosure.* 

*As  noted  earlier,  North's  testimony  attributing  knowledge 
and  statements  to  Casey  after  Casey's  death  should  be  viewed 
with  caution,  particularly  insofar  as  such  testimony,  albeit 
under  oath,  tends  to  exculpate  North. 
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As  far  back  as  the  early  spring  of  1984, 
North  said  he  and  Director  Casey  had  dis- 
cussed a  "fall  guy  plan."  Their  discussion 
took  place  in  the  context  of  Congress'  im- 
pending cutoff  of  U.S.  aid  for  the  Contras 
(the  Boland  Amendment).  According  to 
North,  when  "we  eventually  decided  to  pur- 
sue availing  ourselves  of  offers  from  foreign 
governments  [to  fund  the  Contras],  it  was 
seen  that  there  would  need  to  be  someone 
who  could  .  .  .  take  the  fall"  in  the  event  of 
public  disclosure.  The  idea  was  to  provide 
North's  superiors  with  "plausible  deniabil- 
ity" — although  in  this  instance,  that  term 
meant  avoiding  accountability  to  the  U.S. 
Government  rather  than  avoiding  disclosure 
to  U.S.  adversaries. 

As  North's  operational  role  expanded  to 
the  Iran  arms  sales  and  the  diversion  of  pro- 
ceeds derived  therefrom,  he  testified,  he 
volunteered  to  be  the  "fall  guy"  for  both  the 
Contra  support  and  the  arms  sales  opera- 
tions. In  his  words,  "I'm  not  sure  Director 
Casey  ever  said,  'It  has  to  be  you,  Ollie.'  It 
was  probably  Ollie  saying,  'Well,  when  that 
[disclosure]  happens,  it  will  be  me.'  " 

North  made  no  secret  among  his  col- 
leagues that  he  was  to  be  a  "scapegoat"  or 
"fall  guy"  if  the  Iran  or  Contra  support  ac- 
tivities became  public.  He  made  this  com- 
ment to  at  least  Poindexter,  Robert  Earl  (one 
of  North's  aides),  and  Owen. 

Disclosure  of  the  arms  sales  in  early  No- 
vember 1986  triggered  discussions  about  im- 
plementing the  fall  guy  plan.  According  to 
North,  shortly  after  the  initial  November 
disclosures,  Casey  told  him  that  he  [North] 


might  not  be  "big  enough"  to  be  the  "fall 
guy."  Casey  indicated  that  "it's  probably 
going  to  go  higher,"  and  he  suggested  that 
"Poindexter  might  have  to  be  a  fall  guy." 
Although  North  did  not  recall  a  conversa- 
tion with  Poindexter  about  this  specific  as- 
pect of  the  plan  for  "plausible  deniability," 
he  did  recall  that  he  and  Poindexter  dis- 
cussed in  early  November  the  likelihood  that 
both  of  them  would  have  to  bear  the  blame. 

North  testified  that  he  previously  had  dis- 
cussed both  the  fact  and  necessity  of  the  "fall 
guy  plan"  with  Poindexter  and  McFarlane 
(as  well  as  with  Casey),  and  that  he  did  not 
recall  any  discussion  with  anybody  about  the 
legal  propriety  of  this  plan.  Poindexter  testi- 
fied, however,  that  he  "was  not  a  party  to  any 
plan  to  make  Colonel  North  or  to  make  me, 
for  that  matter,  a  scapegoat."  He  neverthe- 
less admitted  that  "[periodically]  Ollie 
would  indicate  that  he  was  'willing  to  take 
the  rap.'  "  McFarlane  flatly  denied  that  any 
"fall  guy  plan"  ever  existed. 

North  testified  that,  but  for  the  criminal 
investigation  of  the  Iran-Contra  Affair,  he 
was  prepared  to  go  through  with  the  "plan, 
resign  in  disgrace,  and  take  the  heat  for  the 
President."  (There  is  no  evidence  that  the 
President  was  aware  of  or  condoned  the  "fall 
guy"  plan.)  Nevertheless,  when  an  Indepen- 
dent Counsel  was  appointed  and  North  was 
the  only  person  specifically  named  in  the 
order  of  investigation,  North,  who  by  then 
had  retained  counsel,  changed  his  mind  and 
decided  to  protect  himself.*  North  testified 
that  he  did  not  tell  Casey  or  Poindexter  of 
this  change  in  attitude. 
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*North  testified  that,  "I  never  in  my  wildest  dreams  or  night- 
mares envisioned  that  we  would  end  up  with  criminal 
charges." 


CHAPTER  19 


November  1986: 
Concealment 


THE  ADMINISTRATION'S  INITIAL 
RESPONSE  TO  THE  ARMS  SALES 
DISCLOSURES 

The  reports  of  U.S.  arms  sales  to  Iran  in 
early  November  1986  generated  conflict 
within  the  Government.  Some  officials,  in- 
cluding Members  of  Congress  and  the  Secre- 
tary of  State,  demanded  prompt  and  full 
disclosure.  Several  individuals  on  the  inside 
of  the  Administration,  however,  insisted  on 
maintaining  tight  control  of  the  information. 
The  President,  denying  any  arms-for-hos- 
tages  trade,  wanted  to  say  no  more  than  that. 
Members  of  the  National  Security  Council 
(NSC)  staff  and  the  Director  of  Central 
Intelligence  knew  that  the  report  from  Bei- 
rut was  only  the  tip  of  the  iceberg.  Accord- 
ingly, their  first  move  was  to  exploit  the 
President's  desire  to  protect  the  hostages 
through  silence  as  a  way  of  concealing  the 
truth. 

The  conflict  manifested  itself  almost  at 
once  in  an  exchange  between  Secretary  of 
State  George  Shultz  and  National  Security 
Adviser  John  Poindexter  shortly  after  the 
news  broke. 


THE  SHULTZ/POINDEXTER  CABLES 

The  Secretary  of  State  was  largely  without 
knowledge  concerning  the  Iran  initiative. 
Among  other  things,  Secretary  Shultz  testi- 
fied that  he  did  not  know  prior  to  November 
1986  that  the  United  States  had  made  direct 
sales  of  arms  to  Iran  during  1986  or  that  the 
President  had  signed  a  Finding  authorizing 
such  sales.  He  did  know,  after  the  fact,  that 
McFarlane  had  travelled  to  Tehran  in  May, 
but  not  that  the  McFarlane  mission  had  car- 
ried weapons  with  it,  or  that  additional 
weapons  had  been  delivered  thereafter. 
Moreover,  so  far  as  the  Secretary  of  State 
was  advised,  the  failed  McFarlane  mission 
had  signaled  an  end  to  the  Administration's 
effort  to  find  an  opening  to  Iran. 

Thus,  the  report  in  Al-Shiraa  was  news  to 
the  Secretary  of  State.  He  was  then  in  Europe 
and  found  himself  peppered  with  questions 
from  the  press  about  the  revelations  in  Bei- 
rut. The  Secretary  reported  these  questions 
in  a  cable  to  Poindexter,  informing  Poindex- 
ter that  "[t]he  big  story  the  press  is  after  is 
to  establish  that  the  U.S.  violated  its  own 
policy  by  cutting  a  big  secret  arms  deal  with 
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Iran  in  order  to  get  our  hostages  released." 
Secretary  Shultz  further  informed  Poindex- 
ter  that,  "[i]n  accordance  with  the  agreed 
guidance,"  he  had  refused  to  answer  any 
related  questions,  stating  that  all  such  inqui- 
ries should  be  directed  to  the  White  House. 

The  Secretary  went  on  to  say  that  he  had 
been  "racking  my  brains  all  day  to  figure  out 
a  way  to  help  turn  this  situation  in  the  best 
possible  direction."  To  this  end,  Secretary 
Shultz  recommended  that  "the  best  way  to 
proceed  is  to  give  the  key  facts  to  the  public." 
In  addition,  apparently  based  on  the  arms 
shipment  reported  by  Al-Shiraa,  the  Secre- 
tary suggested  that  "[w]e  could  make  clear 
that  this  was  a  special,  one-time  operation 
based  on  humanitarian  grounds  and  decided 
by  the  President  within  his  Constitutional 
responsibility  to  act  for  the  service  of  the 
national  interest — and  that  our  policies  to- 
ward terrorism  and  toward  the  Iran/Iraq 
war  stand." 

Poindexter,  who  knew  the  true  facts,  re- 
jected Secretary  Shultz's  proposal.  In  a  re- 
turn cable  Poindexter  stated,  "I  do  not 
believe  that  now  is  the  time  to  give  the  facts 
to  the  public,"  although  he  asserted  that 
"when  we  do  lay  out  the  facts  that  it  will  be 
well  received  since  it  is  a  good  story."  Poin- 
dexter advised  Secretary  Shultz  that  he  had 
spoken  that  day  with  the  Vice  President,  the 
Secretary  of  Defense,  and  the  Director 
Casey,  and  that  they  all  agreed  that  no  state- 
ment should  be  made. 


vember  6  and  7.  The  President  agreed  that 
"no  comment"  was  the  best  policy  given  his 
hope,  bolstered  by  Poindexter,  that  addi- 
tional hostages  would  yet  be  freed.  According 
to  notes  of  the  briefings  taken  by  Rodney 
McDaniel  of  the  NSC  staff,  the  President  said 
that  "[n]o  way  can  comment  without  further 
damage  to  chances  of  getting  hostages  out." 


THE  NOVEMBER  10  MEETING  AT  THE 
WHITE  HOUSE 

On  November  10,  the  President  convened  a 
meeting  at  the  White  House  to  establish 
guidelines  for  that  statement.  The  Vice  Presi- 
dent, Secretary  Shultz,  Secretary  Wein- 
berger, Attorney  General  Meese,  Casey, 
Regan,  Poindexter  and  Alton  Keel,  then 
Deputy  National  Security  Adviser  attended. 
The  President  said  there  was  a  need  for  a 
public  statement,  but  he  instructed  his  advis- 
ers to  "stay  away  from  detail." 

Keel  and  Regan  made  notes  during  the 
November  10  meeting;  Secretary  Weinberger 
wrote  a  subsequent  memorandum;  and  Sec- 
retary Shultz  dictated  his  recollections  of  the 
meeting  to  his  Executive  Assistant,  Charles 
Hill.  These  records  contain  no  material  dif- 
ferences. They  all  show  that  the  meeting  was 
marked  by  a  number  of  misleading  state- 
ments and  significant  omissions  by  Poindex- 
ter as  he  purported  to  lay  out  the  facts  of  the 
Iran  initiative. 

For  example: 


THE  PUBLIC  DENIALS  CONTINUE 

The  issue  of  public  comment  on  the  arms 
sales  was  discussed  during  Poindexter's 
morning  meetings  with  the  President  on  No- 


Poindexter  discussed  only  the  January  17, 
1986,  Finding,  omitting  any  mention  of 
the  earlier  Finding  signed  by  the  President 
on  December  5,  1985,  or  of  the  January  6, 
1986,  superseded  Finding. 
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•  Poindexter  claimed,  falsely,  that  the  Iran 
initiative  had  begun  when  the  United 
States  stumbled  upon  an  Israeli  arms 
warehouse  in  Europe  while  attempting  to 
learn  whether  the  Israelis  were  shipping 
arms  to  Iran. 

•  Poindexter  asserted  that  the  first  500 
TOW  missiles  were  shipped  from  Israel  to 
Iran  in  August  and  September  1985,  with- 
out U.S.  permission,  even  though  the  Ad- 
ministration had  approved  this  shipment. 

•  Poindexter  stated  that  the  total  number  of 
TOW  missiles  sold  to  Iran  during  the  ini- 
tiative was  1,000,  when  the  actual  number 
was  2,004. 

•  Poindexter  indicated  that  the  last  500 
TOWs  sent  in  October  1986,  had  been 
shipped  by  Israel  rather  than  the  United 
States.  But  in  fact,  Israel  had  acted  as  the 
NSC  staffs  request  because  the  U.S.  ship- 
ment was  delayed,  and  the  United  States 
had  replenished  the  Israeli  TOWs  within 
days  after  the  shipment. 

In  other  words,  as  late  as  November  10, 
and  in  the  presence  of  the  President  and  sen- 
ior Cabinet  officers,  Poindexter  either  was 
confused  or  purposely  dissembled.  Despite 
the  fact  that  the  President  had  opened  the 
meeting  by  declaring  the  need  for  a  public 
statement,  Poindexter  continued  to  argue 
that  "no  statement  [is]  needed,  news  has 
peaked,  no  hearings  until  Jan[uary],  so  [we] 
should  not  say  anything." 

The  meeting  concluded  as  it  began,  when, 
according  to  Regan's  notes,  the  President 
had  outlined  the  type  of  statement  he 
wanted: 

We  have  not  dealt  directly  w[ith]  terrorists,  no 
bargaining,  no  ransom.  Some  things  we  can't 
discuss  because  of  long-term  consideration  of 


people  w[ith]  whom  we  have  been  talking 
about  the  future  of  Iran. 


PHASE  2  OF  THE  ADMINISTRATION 
RESPONSE:  LIMITED  DISCLOSURE 

Preparing  for  the  President's 
Address  to  the  Nation 

After  November  10,  the  White  House  began 
preparing  a  formal  statement  for  the  Presi- 
dent to  deliver  personally  to  the  Nation.  This 
statement  was  discussed  at  the  daily  national 
security  briefing  between  Poindexter  and  the 
President,  both  of  whom  expressed  con- 
tinued hope  that  more  hostages  would  be 
released  that  coming  weekend.  They  agreed 
that  the  President's  upcoming  statement 
would  focus  on  the  legality  of  the  arms  initia- 
tive and  emphasize  that  the  arms  sales  did 
not  constitute  ransom. 

On  the  same  day,  McFarlane  sent  a  PROF 
message  to  Poindexter  in  which  he  stated 
that  "the  only  way — the  only  way — the  Ad- 
ministration can  expect  to  come  out  of  this 
with  any  element  of  credibility  is  for  there  to 
be  some  evidence  that  it  was  worth  it  to  try 
to  engage  moderates  in  Iran."  This  required, 
according  to  McFarlane,  a  statement  from 
Iran.  He  recommended  that  the  United 
States  concentrate  all  efforts  on  convincing 
the  Iranians  to  change  their  rhetoric  immedi- 
ately. McFarlane  told  Poindexter  that  he  had 
"drafted  up  some  words  and  left  them  with 
Ollie  to  be  sent  to  Iran." 

McFarlane  also  produced  and  sent  to 
Poindexter  a  draft  statement  for  the  Presi- 
dent, focusing  on  the  effort  to  open  a  political 
dialogue  with  Iranian  moderates.  Poindexter 
wrote  back  that  he  had  reviewed  the  draft 
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with  North  and  that  they  had  agreed  there 
was  a  need  to  show  the  final  product  to 
George  Cave  of  the  CIA  in  order  to  "get  an 
'Iranian  reaction'  on  it." 

On  November  12,  the  day  before  the  Presi- 
dent was  to  address  the  Nation,  he  presided 
over  a  national  security  briefing  of  Congres- 
sional leaders  on  the  arms  sales.  The  execu- 
tive branch  attendees  included  the  Vice 
President,  Secretary  Shultz,  Secretary  Wein- 
berger, Attorney  General  Meese,  Casey, 
Regan,  Poindexter,  and  appropriate  staff. 
Senate  Leaders  Robert  Dole  and  Robert 
Byrd  and  House  Majority  Leader  Jim 
Wright  and  Representative  Dick  Cheney 
represented  Congress.  The  President  opened 
the  meeting  by  stating  that  no  laws  were  bro- 
ken, no  ransom  paid  for  hostages,  and  no 
officials  or  agencies  within  the  U.S.  Govern- 
ment bypassed. 

At  the  morning  security  briefing  the  next 
day,  November  13,  there  was  discussion  of 
the  elements  of  the  President's  upcoming 
statement,  including  that  the  arms  shipments 
had  not  altered  the  balance  in  the  Iran-Iraq 
war;  that  the  arms  sold  were  defensive  in 
nature;  and  that  there  would  be  no  additional 
shipments.  There  was  discussion,  too,  of 
whether  the  total  arms  shipped  to  Iran 
would  have  fit  in  one  747  or  C-5  cargo  plane. 
The  President  also  stated,  according  to  notes 
of  the  meeting,  that  the  Administration 
"should  have  gone  public  sooner." 


The  President  Addresses  the 
Nation 

The  President  addressed  the  Nation  on  No- 
vember 13.  He  disclosed  that  the  diplomatic 
initiative  with  Iran  had  been  underway  for 


some  18  months.  The  purposes  of  this  ini- 
tiative, he  said,  were  (1)  to  forge  a  new  rela- 
tionship with  Iran,  (2)  to  bring  an 
honorable  end  to  the  Iran-Iraq  war,  (3)  to 
eliminate  state-sponsored  terrorism,  and  (4) 
as  part  of  the  new  relationship,  to  attain  the 
safe  return  of  the  American  hostages  held 
in  Lebanon. 

The  President  stated  that  he  had  author- 
ized "the  transfer  of  small  amounts  of  defen- 
sive weapons  and  spare  parts.  .  .  .  These 
modest  deliveries,  taken  together,  could  eas- 
ily fit  into  a  single  cargo  plane."  He  elabo- 
rated that  the  weapons  shipped  "could  not, 
taken  together,  affect  the  outcome  of  the  6- 
year  war  between  Iran  and  Iraq  nor  could 
they  affect  in  any  way  the  military  balance 
between  the  two  countries."  He  asserted  that 
since  the  initiative  had  commenced,  there 
had  been  no  evidence  of  Iranian  complicity 
in  acts  of  terrorism  against  the  United  States. 
The  President  also  emphasized  that  the  arms 
initiative  was  conducted  in  full  compliance 
with  the  law,  and  that  all  appropriate  Cabi- 
net officers  "were  fully  consulted."  He  at- 
tacked "the  wildly  speculative  false  stories 
about  arms  for  hostages  and  alleged  ransom 
payments."  The  President  concluded  by  stat- 
ing that  "[w]e  did  not — repeat — did  not 
trade  weapons  or  anything  else  for  hostages 
nor  will  we." 

The  President  thus  committed  himself 
categorically  to  the  proposition  that  there 
had  been  no  trade  of  arms  for  the  hostages 
and  no  violations  of  law.  Certain  members  of 
the  NSC  staff  and  of  the  CIA,  in  turn,  com- 
mitted themselves  to  creating  a  version  of  the 
facts  for  internal  and  public  consumption 
that  would  sustain  this  proposition. 
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EVENTS  BETWEEN  NOVEMBER  13 
AND  THE  NOVEMBER  19  NEWS 
CONFERENCE 

The  Secretary  of  State  testified  that,  through- 
out the  first  weeks  of  November  after  the 
Beirut  report,  he  believed  that  the  President 
was  being  misled  and  misinformed  by  his 
staff,  particularly  Poindexter.  Secretary 
Shultz  said  he  repeatedly  argued  to  the  Presi- 
dent and  Poindexter  that  nobody  looking  at 
the  record  would  credit  the  assertion  that  the 
initiative  did  not  involve  arms-for-hostages, 
and  that  it  was  critical  there  be  no  tinkering 
with  the  facts.  It  was,  the  Secretary  said,  a 
"battle  royal"  to  get  out  the  truth. 

Secretary  Shultz  also  pressed  for  a  defini- 
tive statement  that  the  United  States  would 
not  under  any  circumstances  sell  any  more 
arms  to  Iran.  He  met  with  the  President  on 
November  14  to  urge  that  he  make  precisely 
that  statement,  and  he  repeated  this  recom- 
mendation in  a  draft  paper  delivered  to 
Regan  on  November  15.  But  the  statement 
was  not  made,  nor  was  Secretary  Shultz  as- 
sured that  the  arms  shipments  would  be 
halted.  Consequently,  when  Secretary  Shultz 
appeared  on  Face  The  Nation  on  November 
16  and  expressed  the  view  that  the  United 
States  should  not  sell  additional  weapons  to 
Iran,  he  felt  constrained  to  answer  in  re- 
sponse to  a  question  that  he,  the  Secretary  of 
State,  did  not  have  authority  to  speak  for  the 
Administration  on  this  point. 

The  next  day  the  White  House  stated 
definitively  that  there  would  be  no  further 
arms  sales  to  Iran.  The  White  House  also 
reaffirmed  that  the  Secretary  of  State  spoke 
for  the  Administration  on  matters  of  foreign 
policy. 

Meanwhile,  at  the  Attorney  General's  re- 


quest, Charles  J.  Cooper,  Assistant  Attor- 
ney General  for  the  Office  of  Legal  Counsel, 
had  been  looking  into  the  legal  issues  sur- 
rounding the  Iranian  arms  sales.  On  No- 
vember 12,  1986,  Cooper  sent  a  legal 
memorandum  to  the  Attorney  General  that 
concluded,  among  other  things,  that  so  long 
as  there  was  a  Finding  pursuant  to  the 
Hughes-Ryan  Amendment,  the  arms  sales 
did  not  violate  the  law.  In  a  meeting  with 
Poindexter  and  Thompson  that  same  day, 
Cooper  had  been  shown  only  the  January 
17  Finding  and  had  been  left  with  the  im- 
pression that  this  Finding  predated  any 
arms  shipments  to  Iran. 

On  November  17,  Cooper  received  a  draft 
chronology  of  events  in  the  Iran  initiative 
prepared  by  the  NSC  staff.  In  reviewing  this 
chronology,  Cooper  learned  for  the  first  time 
that  arms  had  been  transferred  by  Israel  to 
Iran  prior  to  the  January  17,  1986,  Finding. 
Cooper  informed  the  Attorney  General,  who 
said  that  he,  too,  had  been  unaware  of  any 
arms  shipped  to  Iran  prior  to  the  January 
Finding. 

[On]  November  1 8,  Poindexter  and  Casey 
spoke  by  secure  telephone.  A  transcript  of 
their  conversation  indicates  that  they  dis- 
cussed meeting  to  prepare  for  their  Congres- 
sional briefings  and  for  Casey's  scheduled 
November  21  testimony  on  Capitol  Hill. 
Poindexter  told  Casey  that  the  NSC  staff  had 
been  "putting  together  all  the  chronologies 
and  all  the  facts  that  we  can  lay  our  hands 
on. . .  ."  With  respect  to  the  proposed  prepa- 
ration meeting,  Casey  asked  whether  Poin- 
dexter intended  to  have  many  people 
present,  specifically  mentioning  "State"  and 
"Defense."  Poindexter  responded,  "I'd  like 
to  spend  some  time  just  the  two  of  us.  ...  Ed 
Meese  indicated  ...  he  should  want  to  be 
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helpful  and  so  he  would  like  to  be  in  at  least 
one  of  the  meetings." 


THE  PRESIDENT'S  NOVEMBER  19 
NEWS  CONFERENCE 

On  November  19,  the  President  vouched  for 
facts  that  were  wrong.  In  his  nationally  tele- 
vised news  conference,  the  President  made 
the  following  assertions — all  of  which  were 
incorrect: 


that  the  Iranian  Government  itself  did  not 
hold  the  hostages. 

Commenting  on  the  numerous  errors  at 
the  press  conference,  Regan  testified  that 
Poindexter  and  his  staff  had  spun  so  many 
stories  in  preparing  the  President  that  "this 
sort  of  confused  the  Presidential  mind  as  to 
what  he  could  say  and  couldn't  say  and  what 
he  should  say  and  shouldn't  say." 

The  Secretary  of  State,  who  had  watched 
the  press  conference,  sought  an  immediate 
meeting  with  the  President. 


•  The  President  denied  any  involvement  by 
a  third  country  in  the  arms  sales.  When 
asked  if  he  could  explain  the  Israeli  role, 
he  replied,  "No,  because  we,  as  I  say,  have 
had  nothing  to  do  with  other  countries  or 
their  shipment  of  arms  or  doing  what 
they're  doing." 

•  When  asked  whether  he  was  saying  that 
"the  only  shipments  with  which  we  were 
involved  were  the  one  or  two  that  followed 
your  January  17  Finding  and  that . . .  there 
were  no  other  shipments  which  the  United 
States  condoned,"  the  President  re- 
sponded, "That's  right.  I'm  saying  noth- 
ing, but  the  missiles  we  sold.  .  .  ." 

•  The  President  asserted  that  1,000  TOW 
missiles  were  transferred  (in  fact,  2,004 
were  transferred),  and  that  the  1,000 
transferred  TOWs  "didn't  add  to  any  of- 
fensive power  on  the  part  of  Iran." 

•  The  President  stated  that  "everything  that 
we  sold  [Iran]  could  be  put  in  one  cargo 
plane,  and  there  would  be  plenty  of  room 
left  over." 

In  addition,  the  President  repeated  his  as- 
sertion that  the  United  States  had  not  traded 
arms  for  hostages,  relying  on  the  distinction 


THE  PRESIDENT  AND  SECRETARY  OF 
STATE  MEET  ON  NOVEMBER  20 

When  he  asked  the  President  for  a  meeting, 
Secretary  Shultz  said  that  he  could  demon- 
strate that  a  number  of  facts  had  been  mis- 
stated at  the  press  conference.  In  Secretary 
Shultz's  view,  the  President's  skillfulness  as 
a  communicator  was  being  exploited  by  the 
NSC  staff  for  its  own  purposes — to  spread 
inaccurate  information. 

The  Secretary  and  the  President  met  on 
November  20.  Donald  Regan  was  also  there. 
It  was,  Secretary  Shultz  testified,  a  "long, 
tough  discussion.  Not  the  kind  of  discussion 
I  ever  thought  I  would  have  with  the  Presi- 
dent of  the  United  States." 

According  to  Secretary  Shultz,  he  re- 
viewed with  the  President  the  factual  errors 
at  the  press  conference.  The  President  "cor- 
roborated" the  facts  concerning  his  approval 
of  various  arms  shipments — including  the 
November  1985  HAWK  shipment.  The 
President  said,  however,  that  "what  he  ex- 
pected to  have  carried  out  was  an  effort  to  get 
an  opening  of  a  different  kind  to  Iran  and  the 
arms  and  the  hostages  were  ancillary  to  that, 
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that  was  not  his  objective."  Shultz  replied, 
"Well  I  recognize  that,  Mr.  President,  and 
that  is  a  good  objective,  but  that  isn't  the  way 
it  worked." 

The  Secretary  also  asserted  that  the  Presi- 
dent was  being  given  wrong  information,  in- 
cluding "information  that  suggested  that 
Iran  was  no  longer  practicing  terrorism."  He 
testified  that  his  message  overall  to  the  Presi- 
dent was:  "You  have  got  to  look  at  these 
facts." 


THE  NSC  STAFF'S  CHRONOLOGIES 

Information  was  in  fact  being  prepared  by 
the  NSC  staff  in  the  form  of  "chronologies," 
documents  setting  forth  key  events  relating 
to  the  Iran  initiative  in  chronological  order. 
The  NSC  staff  had  begun  preparing  a  chro- 
nology shortly  after  the  disclosure  of  the  Iran 
arms  sales.  The  chronology  started  out  as  a 
one-  or  two-page  outline.  As  time  passed, 
however,  the  chronology  was  transformed 
into  a  17-page  single-spaced  document  con- 
taining background  information  and  ra- 
tionales for  the  various  events  and  decisions. 

Although  a  number  of  persons  worked  on 
the  NSC  staff  chronologies,  not  all  par- 
ticipated in  falsifying  the  facts.  That  was  the 
province  of  North,  McFarlane,  and  Poindex- 
ter.  North  testified  that  the  three  had  pur- 
posefully misrepresented  significant  events  in 
the  chronologies. 

The  most  glaring  misrepresentations  con- 
cerned the  Israeli  shipments  made  before  the 
President's  January  1986,  Finding — the  Au- 
gust-September 1985  shipments  of  504 
TOW  missiles  and  the  November  1985,  ship- 
ment of  18  HAWK  missiles  from  Israel  to 
Iran.  The  initial  versions  of  the  chronology, 


prepared  by  North  on  November  7  included 
fairly  accurate  references  to  those  shipments. 
McFarlane  then  sent  a  PROF  message  to 
Poindexter  on  November  7  suggesting  that 
"[i]t  might  be  useful  to  review  what  the  truth 
is."  But  McFarlane's  version  was  not  the 
"truth": 

•  He  asserted  that  the  August-September 
TOW  shipments  occurred  when  the  Israe- 
lis "went  ahead  on  their  own"  after 
McFarlane  had  disapproved;  and 

•  He  made  no  mention  at  all  of  the  Novem- 
ber 1985  HAWK  shipment. 

On  November  20,  North  and  others 
turned  to  the  proposed  testimony  that  Casey 
was  to  give  Congressional  Intelligence  Com- 
mittees the  next  day.  They  faced  the  problem 
that  a  CIA  proprietary  airline  had  actually 
carried  the  HAWK  missiles  to  Iran  in  No- 
vember 1985,  but  the  President  had  denied 
U.S.  involvement  in  that  weapons  shipment 
at  his  press  conference  the  day  before.  Cer- 
tain members  of  the  NSC  staff  developed 
what  Regan  later  termed  a  "cover  story": 
that  the  U.S.  Government  had  been  told  by 
the  Israelis  that  the  November  1985  ship- 
ment carried  by  the  proprietary  was  "oil  dril- 
ling equipment,"  not  arms. 

Following  the  November  20  meeting  to 
prepare  Casey's  testimony,  and  the  subse- 
quent objections  to  the  proposed  Casey  testi- 
mony raised  by  the  State  Department,  the 
cover  story  was  amended — in  what  is  be- 
lieved to  be  the  last  version  of  the  chronol- 
ogy— to  delete  all  references  to  oil  drilling 
equipment.  The  U.S.  authorization  of  the 
November  1985  shipment,  however,  was  still 
denied. 

The  fictional  accounts  in  the  chronologies 
were  not  limited  to  the  1985  shipments.  For 
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example,  the  chronologies  omitted  the  Presi- 
dent's December  1985  Finding  (which  re- 
troactively "authorized"  the  November 
shipment  that  the  United  States  had  sup- 
posedly objected  to);  affirmatively  misrepre- 
sented that  there  had  been  consultation  with 
"all  appropriate"  or  "relevant"  Cabinet  of- 
ficers during  the  initiative;  and  baldly  as- 
serted that  all  arms  sales  were  "within  the 
limits  of  established  policy  and  in  compli- 
ance with  all  U.S.  law." 

All  of  this  was  not  the  result  of  any  mem- 
ory lapse.  The  consequences  of  this  exercise 
in  falsifying  the  facts  were  severe.  As  North 
testified,  by  creating  an  erroneous  version  of 
the  facts  in  the  chronologies,  those  responsi- 
ble were  "committing  the  President  of  the 
United  States  to  a  false  story." 

On  November  20  and  21,  Poindexter  and 
Casey  would  take  further  steps  in  the  same 
direction. 


CASEY  AND  POINDEXTER  PREPARE 
FOR  CONGRESS 

On  November  21,  Casey  was  scheduled  to 
testify  before  the  House  and  Senate  Intelli- 
gence Committees,  and  Poindexter  was  to 
brief  delegations  of  the  same  Committees. 
On  November  20,  a  meeting  was  held  in 
Poindexter' s  office  to  review  a  CIA  draft  of 
Casey's  proposed  testimony  and  coordinate 
it  with  Poindexter's  upcoming  briefing.  In 
attendance  were  Casey,  Attorney  General 
Meese,  Poindexter,  North,  Cooper,  Thomp- 
son, and  Robert  Gates  of  the  CIA.  The  CIA 
brought  a  proposed  insert  dealing  with  the 
November  1985  HAWK  shipment.  It  said 
that  the  CIA  had  been  told  the  shipment  was 
oil  drilling  equipment.  During  discussion  of 


the  insert,  North  suggested  changing  it  to  say 
that  "no  one  in  the  U.S.  Government"  knew 
at  the  time  that  the  November  1985  ship- 
ment contained  arms.  According  to  Cooper, 
North  also  stated  at  the  meeting  that  the 
United  States  had  to  force  Iran  to  return  the 
18  HAWKs  that  Israel  had  delivered  in  No- 
vember, after  learning  a  few  months  after- 
the-fact  that  arms  had  been  shipped.  Both 
Meese  and  North  made  handwritten  notes  of 
North's  points  on  the  draft  insert.  North's 
version  was  accepted. 

The  meeting  lasted  approximately  2  hours. 
Attorney  General  Meese  had  to  leave  early 
to  make  a  speech  that  evening  at  West  Point. 
After  the  meeting  ended,  Cooper  was  asked 
to  come  to  White  House  Counsel  Wallison's 
office.  He  went  there  with  NSC  general  coun- 
sel Thompson.  Wallison,  Counsel  to  the 
President,  strenuously  objected  to  not  having 
been  included  in  the  just-concluded  meeting. 

During  this  session  in  Wallison's  office, 
State  Department  Legal  Adviser  Abraham 
Sofaer  telephoned  Wallison,  and  indicated 
that  there  was  a  problem  with  Casey's  pro- 
posed testimony.  At  Cooper's  suggestion, 
Wallison  returned  Sofaer's  call  on  a  secure 
line.  Sofaer  advised  Wallison  that  Secretary 
Shultz  recalled  a  conversation  with  McFar- 
lane  in  November  1985,  in  which  McFarlane 
made  specific  reference  to  the  shipment  of 
HAWK  missiles  from  Israel  to  Iran.  Sofaer 
testified  that  he  had  also  spoken  with  Deputy 
Attorney  General  Arnold  Burns  earlier  in 
the  day  to  apprise  him  of  the  discrepancy 
between  Casey's  draft  testimony  and  Secre- 
tary Shultz's  recollection.  Burns  told  Sofaer 
that  Attorney  General  Meese  had  been  ad- 
vised of  this  problem,  and  was  aware  of  facts 
that  would  explain  everything. 

Wallison  advised  Cooper  and  Thompson 
of    Sofaer's    report.    Cooper    then    asked 
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Thompson  to  contact  North  and  McFarlane 
to  get  the  facts  straight.  Cooper  reminded 
Thompson  of  North's  statement  at  the  meet- 
ing earlier  in  the  day  that  no  one  in  the  U.S. 
Government  knew  that  the  November  1985 
shipment  contained  arms.  Thompson  agreed 
to  contact  North  and  McFarlane. 

Cooper  then  returned  to  his  office,  spoke 
by  telephone  to  Sofaer,  and  asked  if  Secre- 
tary Shultz  was  certain  of  his  November 
1985  conversation  with  McFarlane.  Sofaer 
replied  that  the  State  Department  had  a  con- 
temporaneous note  written  by  Secretary 
Shultz's  Executive  Assistant,  Charles  Hill,  of 
a  conversation  between  McFarlane  and 
Shultz  on  November  18,  1985,  which  con- 
tained the  word  "HAWKS."  Sofaer  told 
Cooper  that  if  Casey's  testimony  were  given 
in  its  current  form,  "he  [Sofaer]  would  leave 
the  Government,"  to  which  Cooper  replied, 
"We  may  all  have  to." 

Cooper  then  telephoned  Thompson,  who 
said  that  North  and  McFarlane  each  stuck 
by  his  earlier  story,  that  they  had  no  contem- 
poraneous knowledge  that  arms  were 
shipped  to  Iran  in  November  1985.  Cooper 
did  not  know  who  was  right  or  wrong.  More- 
over, Sofaer  told  Cooper  that  if  Casey  testi- 
fied that  no  one  in  the  U.S.  Government 
knew  of  the  weapons  shipment,  Undersecre- 
tary Armacost  would  have  to  testify  other- 
wise. 

Cooper  then  placed  a  secure  call  to  Attor- 
ney General  Meese  at  West  Point,  and  the 
two  agreed  that  the  problem  language  should 
be  deleted  from  Casey's  proposed  testimony. 
Attorney  General  Meese  agreed  also  with 
Cooper's  suggestion  that  he  return  immedi- 
ately to  Washington  and  take  responsibility 
for  "getting  his  arms  around  this.  ..." 

Cooper  next  spoke  directly  to  Poindexter 
(who  already  had  heard  from  Thompson), 


and  Poindexter  agreed  that  they  would  have 
to  refrain  from  making  the  incorrect  state- 
ment. Poindexter  said  he  had  attempted  to 
discuss  the  issue  with  Casey,  but  that  Casey 
was  half-asleep  when  Poindexter  called.  Ac- 
cordingly, Cooper  called  CIA  General 
Counsel  David  Doherty  to  advise  him  that 
the  problem  statement  should  be  deleted. 
Doherty  told  Cooper  that  he  already  had 
changed  Casey's  testimony  in  that  regard. 

In  his  public  testimony,  North  conceded 
that  the  oil  drilling  equipment  cover  story 
agreed  to  at  the  meeting  on  November  20, 
1986,  was  false.  He  played  down  his  role  in 
preparing  Casey's  testimony,  however,  and 
claimed  that  he  acted  promptly  in  a  later 
private  meeting  with  Casey  to  correct  it.  He 
testified  that  he  corrected  the  proposed  testi- 
mony even  though  "there  are  a  lot  of  heroes 
walking  around  that  have  claimed  credit"  for 
causing  the  correction. 


POINDEXTER,  CASEY,  AND  THE 
INTELLIGENCE  COMMITTEES: 
NOVEMBER  21 

November  21  was  the  day  that  Casey  and 
Poindexter  appeared  before  the  Intelligence 
Committees  of  Congress — the  event  for 
which  they  had  attempted  to  coordinate 
their  statements  on  November  20.  Their  ef- 
forts continued  on  Friday  morning,  Novem- 
ber 21,  beset  by  the  fact  that  their  plan  to 
present  a  well-orchestrated  "cover  story" 
about  the  November  1985  HAWK  shipment 
had  broken  down. 

At  approximately  8:00  a.m.,  Cooper  ar- 
rived at  the  CIA  to  ensure  that  the  disputed 
language  regarding  the  November  HAWK 
shipment  had  been  deleted  from  Casey's 
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Congressional  testimony.  Cooper  met  with 
Casey.  Casey  accepted  the  revisions  without 
comment.  After  the  meeting,  CIA  Associate 
General  Counsel  Jameson  whispered  to 
Cooper  that  during  the  November  1985  ship- 
ment, one  of  the  pilots  had  radioed  to  the 
ground  that  the  cargo  was  weapons. 

Poindexter  was  the  first  to  brief  members 
of  the  House  and  Senate  Intelligence  Com- 
mittees. He  related  the  cover  story,  not  the 
actual  facts.  According  to  the  memoran- 
dums of  that  meeting,  Poindexter  main- 
tained that: 

•  The  United  States  only  learned  of  the  Au- 
gust-September 1985  TOW  shipments 
after  the  fact,  whereupon  the  President  ex- 
pressed both  his  displeasure  at  the  arms 
transfer  and  his  appreciation  for  the  subse- 
quent release  of  hostage  Benjamin  Weir. 

•  The  United  States  did  not  learn  until  Janu- 
ary 1986  that  Israel  had  transferred  18 
HAWK  missiles  to  Iran  in  November 
1985,  and  the  United  States  persuaded  the 
Iranians  to  return  the  missiles  to  Israel  in 
February  1986. 

•  He  (Poindexter)  had  learned  only  the  day 
before  that  there  may  have  been  prior  U.S. 
knowledge  concerning  the  November 
1985  shipment. 

•  Finally,  Poindexter  promised  the  Senate 
Intelligence  Committee  that  he  would 
check  into  the  facts  and  report  back. 

Casey  testified  next  as  part  of  a  panel  in- 
cluding Undersecretary  of  State  Armacost 
and  Assistant  Secretary  of  Defense  Armit- 
age.  In  his  opening  statement,  Casey  testified 
that  the  CIA  was  asked  in  November  1985  to 
recommend  a  proprietary  to  transport 
"bulky  cargo."  The  crew  was  told,  he  said, 
that  the  cargo  consisted  of  spare  parts  for  the 
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oil  drilling  fields  in  Tehran.  The  phrase  "no 
one  in  the  U.S.  Government  found  out  that 
our  airline  had  landed  HAWK  missiles  into 
Iran  until  mid-January"  had  been  deleted 
from  his  opening  statement.  But  Casey  gave 
no  indication  that  the  CIA  and  NSC  staff 
knew  that  the  shipment  was  arms,  not  oil 
drilling  equipment. 

Under  questioning  by  Senate  Committee 
Members,  Casey,  like  Poindexter,  reverted  to 
the  cover  story: 

senator  leahy:  ...  On  November  25th  a 
plane  owned  by  a  CIA  proprietary  .  .  .  deliv- 
ered 18  HAWK  missiles  from  Israel  to  Iran. 
I  discussed  this  at  some  length  with  Admiral 
Poindexter  this  morning.  You  referred  to  it 
here.  The  Admiral  did  not  have  many  details 
on  it.  I  think  he  said  that  he  learned  of  this 
only  yesterday,  this  shipment  by  a  CIA  pro- 
prietary of  these  HAWK  missiles.  Now,  did 
the  CIA  know  what  was  on  that  aircraft,  the 
November  25th  '85  aircraft? 

MR.  casey:  There  is  some  question  about 
that.  I  was  told  yesterday  the  CIA  didn't 
know  it  until  later  on. 

senator  leahy:  Did  not  know  until  later 
on? 

MR.  casey:  Did  not  know  until  later  on.  Did 
not  know  until  the  Iranians  told  them  some 
time  in  January  by  way  of  complaining  about 
the  inadequacy  of  whatever  was  delivered. 

senator  leahy:  But  my  concern  is  that 
the  NSC  says  now  that  they  didn't  know 
what  was  going  on  and  that  it  just  found 
out  that  the  CIA  sent  that  flight  over,  and 
they  are  trying  to  figure  out  why  nobody 
knew  what  was  on  it,  and  now  the  CIA  says 
well,  we  did  this  because  the  NSC  requested 
it,  and  we  didn't  know  exactly  what  they 
wanted.  Do  you  understand  why  somebody 
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raised    the    questions    wondering    whether  very  full,  clear,  specific  answer,  is  did  they 

there  was  just  plausible  deniability  being  set  know  at  the  time,  and  if  they  didn't  know  at 

up  here.  the  time,  why  not? 

MR.  casey:  Hadn't  thought  about  it.  I  hadn't  MR-  CASEY:  Well>  l  have  inquired  into  that 

thought  about  it  myself,  and  have  been  told,  and  as  far  as  I 

can  find  out,  the  Agency  did  not  know  what 

senator  leahy:  The  question  I  ask,  and  I  it  was  handling  at  the  time.  Now,  I  am  still 

would  hope  that  the  Agency  will  give  me  a  going  t0  inquire  further  into  that." 
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CHAPTER  20 


November  1986: 

The  Attorney  General's 

Inquiry 


THE  ATTORNEY  GENERAL'S  INQUIRY 
IS  LAUNCHED 

When  Attorney  General  Edwin  Meese  re- 
turned to  Washington  on  the  morning  of  No- 
vember 2 1 ,  he  immediately  convened  his  top 
advisers  to  discuss  the  Administration's  con- 
flicting versions  of  what  had  actually  hap- 
pened in  November  1985.  Present  were 
Deputy  Attorney  General  Arnold  Burns, 
John  Richardson  (the  Attorney  General's 
Chief  of  Staff),  William  Bradford  Reynolds 
(Assistant  Attorney  General  for  the  Civil 
Rights  Division),  and  Charles  Cooper  (As- 
sistant Attorney  General  for  the  Office  of 
Legal  Counsel).  Cooper  briefed  the  group  on 
the  discrepancies  between  the  proposed 
Casey  testimony  and  the  facts  as  recalled  by 
others  in  the  Administration.  The  Attorney 
General  decided  to  propose  to  the  President 
that  he  be  commissioned  to  gather  the  facts 
so  that  the  Administration  would  be  speak- 
ing with  one  voice. 

At  9:22  a.m.,  the  Attorney  General  called 
Poindexter  on  a  secure  telephone  and  told 
him  to  arrange  a  meeting  among  themselves, 
the  President,  and  Donald  Regan.  Accord- 
ing to  Regan,  Attorney  General  Meese  met 


with  him  before  they  went  to  see  the  Presi- 
dent on  the  morning  of  November  2 1 .  Attor- 
ney General  Meese  told  Regan  he  was  having 
trouble  getting  the  facts  in  one  place,  and 
that  a  full  investigation  should  be  made. 

At  approximately  11:30  a.m.,  Attorney 
General  Meese,  Regan,  and  Poindexter  met 
with  the  President.  According  to  Attorney 
General  Meese,  he  told  the  President  that  the 
Administration  did  not  have  a  coherent  pic- 
ture of  the  Iran  initiative  because  the  opera- 
tion was  so  heavily  compartmentalized. 
Attorney  General  Meese  suggested  that  he 
be  authorized  to  gather  the  facts  to  present 
an  accurate  overview  for  the  President  and 
the  public.  The  President  acceded.  It  was 
agreed  that  over  the  weekend  the  Attorney 
General  would  try  to  gather  the  facts  in  time 
for  the  previously  scheduled  National  Secu- 
rity Planning  Group  (NSPG)  meeting  on 
Monday,  November  24.  Attorney  General 
Meese  testified  that  when  he  embarked  on 
this  effort  he  was  acting  as  "legal  adviser  to 
the  President." 

Meanwhile,  at  11:00  a.m.,  Ledeen  and 
McFarlane  met  at  Ledeen's  home  to  discuss 
the  extent  of  the  arms  sales  transactions. 
McFarlane  said  he  was  clear  on  everything 
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except  the  November  1985  shipment.  North 
appeared  at  Ledeen's  home  about  12:30  p.m., 
"in  some  distress"  according  to  McFarlane. 
Ledeen  testified  that  both  North  and  McFar- 
lane referred  to  meetings  with  the  Attorney 
General.  McFarlane  agreed  to  drive  North 
back  downtown.  During  the  drive,  North 
told  McFarlane  that  he  was  concerned  Le- 
deen may  have  made  money  on  the  arms 
transactions,  a  concern  that  North  denied  in 
his  public  testimony.  North  also  told  McFar- 
lane that  he  was  going  to  have  a  "shredding 
party  that  weekend."  McFarlane  testified 
that  he  responded,  "Ollie,  look,  you  have 
acted  under  instruction  at  all  times  and  I'm 
confident  that  you  have  nothing  to  worry 
about.  Let  it  all  happen  and  I'll  back  you 
up."  North  denied  using  the  term  "shredding 
party,"  but  recalled  telling  McFarlane  that 
all  key  documents  already  had  been  de- 
stroyed. 

Meese  arrived  back  at  the  Justice  Depart- 
ment at  12:45  p.m.  and  advised  Reynolds, 
Cooper,  and  Richardson  that  the  President 
had  authorized  him  to  "get  his  arms  around 
the  Iranian  initiative."  Meese  then  met  with 
FBI  Director  William  Webster  on  an  un- 
related matter.  When  Webster  brought  up 
the  confusion  surrounding  the  Iran  arms 
sales,  Attorney  General  Meese  advised  that 
the  President  had  asked  him  to  conduct  a 
factual  inquiry  because  different  participants 
had  different  pieces  of  knowledge  to  be 
reconciled.  Attorney  General  Meese  de- 
clined an  offer  of  FBI  assistance  from  Web- 
ster, stating  that  he  saw  nothing  criminal  in 
the  arms  sales.  Webster  agreed  that  absent 
evidence  of  a  crime,  the  FBI  should  not  be 
involved.  Attorney  General  Meese  did  not 
relate  the  details  surrounding  Casey's  testi- 
mony or  the  possible  violations  of  the  Arms 
Export  Control  Act  arising  from  the  1985 


shipments.  The  Attorney  General  also  testi- 
fied that  he  did  not  bring  in  the  FBI  because 
he  and  Webster  concluded  that  it  would  not 
be  "appropriate." 

According  to  North's  deputy,  Robert 
Earl,  North  came  to  his  office  during  the 
afternoon  of  November  2 1  and  told  Earl  that 
he  had  just  attended  a  meeting  at  the  White 
House,  and  that  the  Attorney  General  was 
sending  a  Justice  Department  team  to  the 
National  Security  Council  because  the  Con- 
gressional briefings  had  raised  questions.  Ac- 
cording to  Earl,  North  said  he  had  asked 
Attorney  General  Meese,  "Can  I  have  or  will 
I  have  24  or  48  hours"  and  Meese  responded 
that  he  did  not  know  whether  North  would 
have  that  much  time.  The  Attorney  General 
recalled  no  such  conversation  with  North; 
North  denied  it;  and  there  is  no  other  evi- 
dence that  North  met  with  the  Attorney 
General  that  day.  Earl  testified  further  that 
North  asked  for  Earl's  Iran  file,  remarking 
that  "It's  time  for  North  to  be  a  scapegoat." 
Earl  stated  that,  when  he  gave  his  file  to 
North,  he  could  tell  that  he  would  never  see 
it  again.  Earl  was  right. 

That  afternoon,  Attorney  General  Meese 
selected  his  factfinding  team.  He  chose  two 
political  appointees  and  one  person  from  his 
personal  staff.  He  selected  Cooper  because 
he  was  already  looking  into  the  matter  as 
head  of  the  Office  of  Legal  Counsel,  which 
provides  advice  to  the  executive  branch  on 
various  legal  matters,  including  national  se- 
curity. Richardson  was  the  Attorney  Gen- 
eral's Chief  of  Staff.  Reynolds  was  assigned 
because,  in  addition  to  his  responsibilities  as 
Assistant  Attorney  General  for  Civil  Rights, 
he  coordinated  certain  national  security  mat- 
ters and  was  Counselor  to  the  Attorney  Gen- 
eral. 

Meese  testified  that  he  never  considered 
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assigning  attorneys  from  the  Office  of  Intelli- 
gence Policy  and  Review,  whose  job  it  is  to 
review  covert  action  findings  and  applica- 
tions for  intelligence  surveillance  activities. 
Nor,  according  to  the  Attorney  General,  did 
he  consider  assigning  additional  attorneys  to 
assist  with  the  formidable  tasks  of  document 
review  and  witness  interviews.  No  members 
of  the  Criminal  Division  were  included,  even 
though  William  Weld  (Assistant  Attorney 
General  in  charge  of  the  Criminal  Division) 
told  Cooper  and  Reynolds  at  a  staff  meeting 
that  morning  that  he  thought  the  Criminal 
Division  should  be  involved.  Meese  testified 
that  it  was  his  view  at  the  time  that  there  was 
no  reason  to  believe  any  crime  had  been  com- 
mitted or  that  any  criminal  investigation  was 
required. 

At  their  meeting  on  Friday  afternoon,  the 
factfinding  team  formulated  a  list  of  wit- 
nesses to  be  interviewed.  It  included  McFar- 
lane,  North,  Secretary  Shultz,  Secretary 
Weinberger,  the  Vice  President,  Paul 
Thompson,  Stanley  Sporkin,  John  McMa- 
hon,  Charles  Allen,  the  CIA's  Deputy  Direc- 
tor for  Operations,  the  CIA  Deputy  Chief 
Counsel,  and  CIA  operations  officers.  Meese 
listed  items  that  needed  action,  including 
contacting  Poindexter  to  gather  documents 
and  Casey  to  arrange  interviews  of  Sporkin 
and  McMahon.  The  focus  of  the  inquiry  was 
to  be  the  November  1985  HAWKs  ship- 
ment. 


The  NSC  Staff  Responds  by 
Altering  and  Destroying  Evidence 

Once  those  at  the  center  of  the  Iran  arms 
sales  were  alerted  to  the  Attorney  General's 
inquiry,  they  took  steps,  in  Colonel  Earl's 


words,  to  "close  down  the  compartment" — 
destroy  all  the  documentary  evidence. 

North  met  with  Poindexter  at  1:30  p.m. 
and  then  again  at  2:25  p.m.  on  November  21. 
Sometime  that  same  afternoon,  North  in- 
structed his  secretary,  Fawn  Hall,  to  alter  a 
series  of  official  action  memorandums  that 
he  had  written  during  the  previous  year  to 
then-National  Security  Adviser  McFarlane. 
These  memorandums  related  to  North's  ac- 
tivities in  raising  funds  and  arranging  mili- 
tary assistance  for  the  Contras  during  the 
period  of  the  Boland  Amendment.  McFar- 
lane had  told  North  a  year  earlier,  during  the 
1985  Congressional  inquiry,  that  these 
memorandums  raised  significant  problems 
under  the  Boland  Amendment.  McFarlane 
had  given  North  a  handwritten  list  contain- 
ing the  NSC's  "System  IV"  identification 
numbers  of  the  problem  documents.  North 
kept  McFarlane's  list  taped  to  his  desk  near 
the  computer  terminal  during  the  ensuing 
year. 

Sometime  on  November  21,  1986,  North 
requested  the  originals  of  the  documents  on 
McFarlane's  list  from  the  System  IV  security 
officer,  who  found  and  provided  North  with 
all  but  one.  There  is  no  evidence  that  the 
System  IV  security  officer  knew  of  North's 
purpose  in  requesting  these  documents. 

North  then  proceeded  to  alter  the  original 
System  IV  documents  by  hand.  The  gist  of 
his  alterations  was  to  eliminate  references  to 
the  funds  raised  for  the  Contras  from  third 
countries  during  the  Boland  cutoff,  and  also 
to  eliminate  or  obscure  passages  in  the  docu- 
ments that  showed  the  NSC  staff's  active  role 
in  facilitating  the  provision  of  military  intel- 
ligence and  other  lethal  assistance  for  the 
Contras  during  the  same  period. 

North  gave  the  doctored  documents  to 
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Hall  and  instructed  her  to  prepare  new  origi- 
nals containing  North's  changes.  Hall  testi- 
fied that  she  followed  North's  instructions 
without  paying  attention  to  the  nature  of  the 
alterations  or  asking  their  purpose.  She  ad- 
mitted, however,  that  she  did  not  feel  com- 
fortable, but  assumed  North  had  a  valid 
reason.  She  stated  also  that  she  did  not  then 
know  that  the  Attorney  General  had  com- 
menced an  investigation  or  that  his  represen- 
tatives would  shortly  be  reviewing  NSC 
documents. 

After  making  the  alterations,  Hall  de- 
stroyed the  original  documents  and  was  pre- 
paring to  replace  her  file  copies  of  the 
original  versions  of  the  documents  with  cop- 
ies of  the  altered  originals  when  she  was  dis- 
tracted by  North's  shredding  of  documents 
and  volunteered  to  help. 

The  document  shredding  involved  North, 
Hall,  and  Earl.  North  pulled  documents 
from  his  safe;  Hall  shredded  them.  Earl 
brought  documents  down  from  his  office, 
and  these,  too,  were  shredded.  Hall  asked 
North  if  she  should  shred  his  telephone  logs, 
and  he  agreed.  Hall  also  shredded  PROF 
notes  and  KL43  messages.  She  could  not  re- 
call what  other  types  of  documents  went  into 
the  shredder.  But  the  quantity  was  large — 
approximately  one  and  one  half  feet  of  docu- 
ments. Indeed,  so  many  documents  were 
destroyed  that  the  shredding  machine  actu- 
ally jammed  and  Hall  needed  assistance  from 
the  Crisis  Management  Center  to  reactivate 
it.  Hall  testified  that,  although  documents 
were  normally  shredded  in  North's  office, 
never  before  had  there  been  such  an  orga- 
nized program  of  document  destruction  or 
such  a  large  volume  of  documents  destroyed. 

Although  Hall  stated  that,  when  she  par- 
ticipated in  the  shredding — as  in  the  altera- 


tion of  documents — she  did  not  know  of  the 
Attorney  General's  inquiry,  North  and  Earl 
certainly  knew.  Yet  they  both  maintained  in 
their  testimony  that  the  document  destruc- 
tion was  justified  to  protect  the  security  of 
the  covert  action  or,  as  Earl  put  it,  "the  com- 
partment." But  in  fact,  the  investigators 
from  whom  North  and  Earl  were  suppress- 
ing this  evidence  were  officials  of  their  own 
Government  who  had  been  directed  to  inves- 
tigate by  the  President. 

Poindexter,  too,  destroyed  evidence.  At 
approximately  3:00  p.m.  on  November  21, 
the  Attorney  General  telephoned  Poindexter 
and  requested  that  he  make  available  for  re- 
view all  documents  relating  to  the  Iran  initia- 
tive. Poindexter  then  ripped  up  the  only 
signed  copy  of  the  President's  December 
1985  Finding,  which  retroactively  author- 
ized U.S.  participation  in  the  November 
1985  arms  shipment.  Poindexter  admitted  at 
the  public  hearings  that  he  destroyed  this 
Finding  because  it  described  the  Iran  initia- 
tive as  unambiguously  arms-for-hostages, 
and  therefore  would  have  been  politically 
embarrassing  to  the  President.  It  also  would 
have  stripped  away  the  cover  story  con- 
cocted by  the  NSC  staff.  It  would  never 
reach  the  investigators. 

Since  the  President  had  obviously  been 
aware  of  the  December  1985  Finding  when 
he  signed  it,  Poindexter  could  not  explain 
why  he  thought  that  destroying  of  this  Presi- 
dential record  would  nullify  its  existence — 
unless  he  somehow  felt  confident  that  the 
President  would  either  fail  to  recall  the  Find- 
ing or  deny  that  he  had  ever  signed  it.  As 
recently  as  a  week  before  Poindexter's  public 
testimony,  the  White  House  announced  that 
"[o]ur  position  is  that  [the  Finding]  never 
went  to  the  President,  period." 
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Poindexter's  participation  in  destroying 
evidence  did  not  stop  with  the  Finding.  He 
also  tore  up  certain  PROF  notes  possibly 
used  to  brief  the  President,  which  had  been 
stored  with  the  Finding.  Although  Poindex- 
ter  said  he  could  not  recall  their  content, 
these  documents  were  of  sufficient  impor- 
tance to  be  locked  with  the  original  Finding 
in  Poindexter's  secure  safe. 

In  addition,  during  the  afternoon  of  No- 
vember 21,  North  came  to  Poindexter  with 
his  1985  spiral  notebook  which  contained 
North's  contemporaneous  notes  regarding 
the  November  1985  HAWK  shipment. 
Those  notes  showed  that  North  and  others  in 
the  U.S.  government  were  involved  with  that 
shipment.  Like  the  Finding,  the  notes  belied 
Poindexter's  statement  to  Congress  earlier 
that  day  that  the  United  States  did  not  learn 
of  the  true  contents  of  the  shipment  until 
after  it  was  made.  Moreover,  although  Poin- 
dexter testified  at  the  public  hearings  that 
North's  notes  did  not  reflect  that  the  Presi- 
dent had  approved  the  HAWK  shipment,  in 
fact,  North's  notes  of  November  26,  1985 
actually  read:  "R.R.  directed  operation  to 
proceed.  If  Israelis  want  to  provide  different 
model,  then  we  will  replenish."  Poindexter 
did  not  object  to  North's  announced  inten- 
tion to  destroy  the  notebook. 

North,  Poindexter,  and  their  aides  were 
not  the  only  persons  involved  in  the  Iran- 
Contra  Affair  to  destroy  evidence  in  Novem- 
ber 1986.  Documents  were  also  shredded  at 
the  offices  of  Secord's  company,  Stanford 
Technology  Trading  Group  International 
(STTGI).  According  to  the  testimony  of  Se- 
cord's Administrative  Assistant,  Shirley 
Napier,  the  documents  destroyed  at  STTGI 
included  steno  books,  telephone  logs,  and 
telexes.  The  destruction  continued  over  a  pe- 
riod of  days.  The  participants  were  Secord, 


Robert  Dutton,  Napier,  and  an  STTGI  sec- 
retary. 

Napier  originally  testified  that  the  shred- 
ding activity  occurred  early  in  December 
1986.  Several  weeks  after  her  deposition, 
Napier  submitted  an  affidavit  changing  her 
testimony,  based  on  refreshed  recollection, 
to  place  the  shredding  during  the  week  of 
November  17,  1986,  "probably  the  19th 
through  the  21st" — the  same  week  as  the 
shredding  in  the  White  House. 

North  and  McFarlane  took  other  actions 
on  November  2 1  in  response  to  the  Attorney 
General's  investigation.  At  3:15  p.m.,  North 
met  again  with  Ledeen,  this  time  in  North's 
office,  and  discussed  the  November  1985 
HAWK  shipment.  North  knew  that  Ledeen 
could  testify  to  U.S.  involvement.  He  asked 
how  Ledeen  would  respond  to  questions  re- 
garding the  shipment.  Ledeen  replied  that  he 
would  say  he  was  aware  of  the  shipment  but 
did  not  know  who  authorized  it  or  how  or 
when  the  authorization  took  place.  North 
said  that  was  fine.  North  stated  also  that  he 
had  been  saving  things  for  "his  grandchil- 
dren" which  he  would  now  have  to  shred. 

The  Attorney  General's  investigation 
went  forward  later  that  afternoon  with  an 
interview  of  McFarlane  by  Meese  and 
Cooper.  Attorney  General  Meese  urged 
McFarlane  to  tell  the  whole  truth,  assuring 
him  this  was  in  the  President's  interest. 
McFarlane  said  he  believed  that  the  Novem- 
ber 1985  shipment  contained  oil  drilling 
equipment  until  he  was  told  otherwise  in 
May  of  1986.  When  asked  if  he  had  told 
Secretary  Shultz  in  1985  about  the  HAWK 
shipment,  McFarlane  said  he  could  not  re- 
call, but  did  not  dispute  it.  Cooper  testified 
that  neither  he  nor  the  Attorney  General 
told  McFarlane  that  Secretary  Shultz  had  a 
contemporaneous     note     indicating     that 
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McFarlane  had  told  him  about  the  HAWK 
shipment  before  it  occurred.  But  McFarlane 
testified  that  he  learned  of  the  note  from  the 
Attorney  General  at  that  same  interview. 
McFarlane's  version  is  corroborated  by  the 
fact  that  he  called  the  State  Department 
right  after  the  interview  asking  for  a  copy  of 
the  note.  The  note,  of  course,  was  highly 
significant,  because  it  was  the  only  existing 
document  known  to  McFarlane  that  in- 
dicated that  U.S.  officials  did  indeed  know 
of,  approve,  and  had  participated  in,  the 
HAWK  shipment.  North  and  Poindexter  ap- 
parently believed  they  had  destroyed  or  oth- 
erwise removed  all  other  such  documentary 
evidence. 

At  the  conclusion  of  the  interview,  after 
Cooper  had  left,  McFarlane  stayed  behind  to 
speak  privately  to  Meese.  He  told  Attorney 
General  Meese  that  although  he  had  taken 
full  responsibility  in  a  speech  delivered  the 
night  before  to  "protect  the  President,"  he 
wanted  Meese  to  know  that  the  President 
was  "four  square"  behind  the  Iran  initiative. 
According  to  McFarlane,  the  Attorney  Gen- 
eral said  it  was  preferable  legally  if  the  Presi- 
dent had  authorized  the  early  shipments. 

Immediately  after  leaving  the  Attorney 
General's  office,  McFarlane  used  a  pay  tele- 
phone outside  of  the  Justice  Department  to 
call  North.  North's  notes  of  that  call  indicate 
that  McFarlane  said  he  was  told  that  the 
Arms  Export  Control  Act  was  not  a  problem 
and  that  "RR"  [Reagan]  would  be  support- 
ive of  a  "mental  finding."  McFarlane  sent 
Poindexter  a  PROF  note  later  that  evening 
similarly  describing  his  meeting  with  the  At- 
torney General.  In  that  note  he  stated: 

[I]t  appears  that  the  matter  of  not  notifying 
[Congress]  about  the  Israeli  transfers  can  be 
covered  if  the  President  made  a  'mental  find- 


ing' before  the  transfers  took  place.  Well  in 
that  sense  we  ought  to  be  OK  because  he  was 
all  for  letting  the  Israelis  do  anything  they 
wanted  at  the  very  first  briefing  in  the  hospital. 
Ed  [Meese]  seemed  relieved  at  that. 

On  November  21,  Attorney  General 
Meese  called  Casey  to  let  him  know  about 
the  inquiry  and  what  he  would  be  doing  at 
the  CIA.  Meese  also  mentioned  he  wanted  to 
meet  with  Casey  over  the  weekend. 

As  the  day  drew  to  a  close,  North  re- 
mained late  in  his  office  to  meet  with  Richard 
Miller,  a  private  fundraiser  for  the  Contra 
cause,  who  arrived  at  North's  office  as  North 
was  packing  his  briefcase.  North  asked 
Miller  to  drive  him  to  Dupont  Circle.  Either 
during  that  drive,  or  the  day  before,  North 
told  Miller  that  the  Attorney  General  had 
advised  him  to  get  an  attorney.  The  Attorney 
General  denied  telling  North  to  get  an  attor- 
ney; and  North  testified  that  it  was  Casey 
who  so  advised  him.  Miller  dropped  North 
at  the  office  building  of  North's  attorney. 


NOVEMBER  22:  DIVERSION  IS 
DISCOVERED 

With  the  first  McFarlane  interview  behind 
them,  Attorney  General  Meese  and  Cooper 
began  their  interview  schedule  in  earnest 
early  Saturday  morning.  At  8:00  a.m.  they 
interviewed  Secretary  Shultz  and  his  assist- 
ant Charles  Hill  at  the  State  Department. 
Regarding  the  November  1985  shipment, 
Secretary  Shultz  said  that  on  November  18, 
1985,  McFarlane  told  him  that  Israel  was 
going  to  send  HAWK  missiles  to  Iran  in  a 
trade  for  the  release  of  U.S.  hostages.  Secre- 
tary Shultz  also  informed  Meese  and  Cooper 
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that  the  President  had  told  him  earlier  that 
week  that  he  [the  President]  had  contempo- 
raneous knowledge  of  the  November  1985 
HAWK  shipment.  Meese  and  Cooper  asked 
Hill  for  the  notes  of  the  Shultz/McFarlane 
conversation,  which  Hill  provided  on  Mon- 
day morning,  November  24. 

Secretary  Shultz  testified  that,  during  his 
interview,  he  expressed  concern  that  the  Iran 
arms  sales  might  be  connected  to  the  Con- 
tras.  Secretary  Shultz  said  in  his  testimony 
he  based  this  concern  on  the  fact  that  South- 
ern Air  Transport's  name  had  come  up  in  the 
Contra  resupply  operation  and  also  in  the 
Iran  arms  transactions.  Secretary  Shultz's 
version  of  this  event  is  corroborated  by  Hill's 
contemporaneous  notes  of  Meese's  interview 
of  Shultz.  Those  notes  reflect  that  Secretary 
Shultz  told  Meese:  "Another  angle  worries 
me.  Could  get  mixed  up  with  help  for  free- 
dom fighters  in  Nicaragua.  One  thing  may  be 
overlapping  with  another.  May  be  a  connec- 
tion." 

After  Secretary  Shultz's  interview,  the 
factfinding  team  decided  that  Reynolds  and 
Richardson  should  go  to  the  NSC  to  review 
documents.  They  were  to  look  in  particular 
for  documents  that  would  indicate  whether 
the  1985  shipments  were  authorized  by  the 
U.S.  Government. 

After  Reynolds  and  Richardson  left  for 
the  NSC,  Attorney  General  Meese  and 
Cooper  interviewed  Stanley  Sporkin,  former 
General  Counsel  to  the  CIA.  Sporkin  told 
them  that  he  drafted  a  Finding  in  November 
1985  after  he  learned  that  the  CIA  had  as- 
sisted in  arranging  transportation  of  the 
HAWK  missiles  to  Iran. 

Reynolds  and  Richardson  arrived  at  the 
West  Wing  of  the  White  House  sometime 
after  11:00  a.m.  NSC  General  Counsel  Paul 
Thompson  escorted  them  to  North's  office  in 


the  Old  Executive  Office  Building,  where 
they  met  Earl.  The  Justice  Department  offi- 
cials told  Earl  they  only  wanted  to  see  docu- 
ments relating  to  the  Iran  initiative.  Earl 
pulled  out  accordion-style  brown  folders 
from  the  shelves  behind  North's  desk  and 
placed  them  on  the  table. 

Richardson  also  asked  for  documents 
from  Poindexter's  and  Thompson's  files. 
Thompson  replied  that  they  did  not  have  any 
because  as  soon  as  they  had  read  the  docu- 
ments, they  sent  them  back  to  the  originating 
office. 

Reynolds  and  Richardson  began  to  review 
the  documents  on  the  table  at  approximately 
noon.  According  to  Reynolds,  sometime 
during  the  first  hour  of  their  review,  Rey- 
nolds came  across  an  undated,  unsigned 
memorandum  describing  the  particulars  of  a 
proposed  Iran  arms  transaction  to  take  place 
in  early  April  1986.  He  read  the  memoran- 
dum and  put  it  back.  He  saw  another  version 
of  the  memorandum  with  additional  infor- 
mation describing  an  upcoming  shipment  of 
arms  to  Iran  including  a  financial  breakdown 
of  the  transaction.  Reynolds  did  not  set  aside 
either  of  these  memorandums  for  copying. 
He  recalled  that  neither  version  included  any 
section  setting  forth  the  diversion  of  arms 
sales  funds  to  the  Contras.  To  the  best  of  the 
Committees'  knowledge,  these  versions  have 
never  been  recovered. 

Reynolds  continued  his  document  review 
of  a  folder  containing  intelligence  reports.  In 
the  back  of  this  folder  was  a  white  folder 
stamped  with  a  red  White  House  label  which 
contained  what  appeared  to  be  a  third  ver- 
sion of  the  memorandum  he  had  seen  earlier. 
He  quickly  flipped  through  it.  He  noted  that 
page  5  included  a  paragraph  stating  that  $12 
million  worth  of  residual  funds  from  the 
arms  sales  would  be  used  to  purchase  sup- 
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plies  for  "the  Nicaraguan  Democratic  Re- 
sistance Forces."  This  materiel  was  needed 
to  "bridge"  the  gap  between  current  short- 
ages and  "when  Congressionally  approved 
lethal  assistance  .  .  .  can  be  delivered." 

Reynolds  was  shocked.  He  passed  the 
memorandum  to  Richardson.  Richardson 
read  it  and  was  also  surprised.  Reynolds  in- 
tentionally did  not  clip  the  document  so  as 
not  to  draw  attention  to  it,  but  returned  it  to 
the  file  where  he  could  later  find  it.  He  con- 
tinued reviewing  other  documents. 

At  approximately  1:45  p.m.  Reynolds  and 
Richardson  broke  for  lunch  with  Cooper  and 
Attorney  General  Meese.  On  the  way  out, 
they  met  North.  Reynolds  told  North  they 
had  not  seen  any  1985  files,  and  North  pro- 
mised to  produce  them. 

During  lunch  at  the  Old  Ebbitt  Grill,  Rey- 
nolds told  Attorney  General  Meese  and 
Cooper  he  had  found  a  memorandum  which 
indicated  that  $12  million  generated  from 
the  Iran  arms  sales  may  have  gone  to  the 
Contras.  Attorney  General  Meese  and 
Cooper  expressed  great  surprise.  There  was 
discussion  of  whether  North  wrote  the  mem- 
orandum. The  remainder  of  the  lunch  was 
devoted  to  a  discussion  of  the  1985  ship- 
ments and  the  data  collected  by  McGinnis. 
There  was  no  discussion  of  securing  docu- 
ments. 

The  Attorney  General's  methodology  for 
conducting  the  inquiry  changed  at  this  point. 
Before  discovery  of  the  diversion  memoran- 
dum, all  interviews  were  conducted  by  the 
Attorney  General  with  another  Justice  De- 
partment official  and  notes  were  taken.  The- 
reafter, with  the  exception  of  the  North 
interview,  all  interviews  conducted  by  Meese 
were  one-on-one,  with  no  notes  taken — in- 
cluding interviews  of  Casey,  McFarlane, 
Poindexter,  Regan  and  the  Vice  President. 


After  Reynolds  and  Richardson  had  left 
the  NSC  for  lunch  on  November  22,  North 
reviewed  more  documents  and  selected  some 
for  shredding.  North's  office  shredder  was 
jammed,  however,  and  other  likely  locations 
in  the  Old  Executive  Office  Building  were  not 
open.  Later,  Earl  saw  North  with  a  file  full 
of  documents  standing  beside  Paul  Thomp- 
son. North  indicated  he  was  going  to  the 
White  House  Situation  Room  to  use  the 
shredder  there. 

North  testified  that  he  was  actually  shred- 
ding documents  in  his  office  while  Reynolds 
and  Richardson  were  present.  However, 
Reynolds  and  Richardson  denied  this,  and 
Earl,  as  noted,  testified  that  North's  office 
shredder  was  jammed. 

While  the  Attorney  General's  team  was 
meeting  at  the  Old  Ebbitt  Grill,  Casey  and 
Poindexter  were  also  having  lunch  together. 
They  were  joined  by  North.  In  his  testimony, 
Poindexter  recalled  very  little  about  that  2- 
hour  lunch  other  than  that  it  was  initiated  by 
Casey  and  that  Casey  discussed  his  testi- 
mony before  the  House  and  Senate  Intelli- 
gence Committees  the  day  before. 

Reynolds  and  Richardson  returned  to  the 
NSC  at  approximately  3:30  p.m.  where  they 
found  North  and  Earl.  Richardson  testified 
that  everything  appeared  to  be  as  they  had 
left  it. 

While  Reynolds  and  Richardson  reviewed 
documents,  North  worked  at  this  desk  and 
spoke  on  the  telephone.  Richardson  took 
notes  of  some  of  these  calls.  He  overheard 
North  speak  to  an  Israeli  using  various  code 
words,  including  "Beethoven"  in  reference 
to  Poindexter.  North  told  the  Israeli  that  a 
lot  had  come  out  about  the  Iran  initiative 
already,  but  the  most  sensitive  informaton 
had  not  been  exposed. 

During  that  afternoon,  North  sat  down 
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with  Reynolds  and  Richardson  and  told 
them  he  was  ready  to  answer  their  questions. 
They  responded  that  they  were  there  only  to 
review  documents  and  the  Attorney  General 
would  interview  North  later.  According  to 
Richardson,  North  said  "he  knew  he  would 
not  be  long  for  this  job." 

Reynolds  and  Richardson  reviewed  docu- 
ments until  approximately  7:15  p.m.,  at 
which  time  they  and  North  left  North's  of- 
fice. Reynolds  and  Richardson  made  plans  to 
complete  their  review  Sunday  morning. 

North  called  Attorney  General  Meese  at 
3:40  p.m.  that  afternoon  to  arrange  the  inter- 
view. Meese  asked  to  interview  North  on 
Sunday  morning,  but  North  said  he  wanted 
to  attend  church  and  take  his  family  to  lunch 
first.  Meese  agreed  to  set  the  interview  for 
2:00  P.M. 

Six  minutes  after  North  spoke  to  Meese  on 
November  22,  Casey  called  Meese  and  said 
there  were  matters  he  wanted  to  discuss  with 
him.  The  two  met  at  Casey's  home  at  6:00 
p.m.  By  the  time  of  this  meeting,  Attorney 
General  Meese  had  reason  to  believe  that  the 
CIA's  version  of  Casey's  proposed  testimony 
was  almost  certainly  false.  Indeed,  by  then 
Attorney  General  Meese  had  interviewed 
Secretary  Shultz,  who  had  contemporaneous 
documentation  for  his  recollection  of  the  No- 
vember 1985  HAWKs  shipment,  and  former 
CIA  General  Counsel  Sporkin,  who  had 
been  told  by  Casey's  subordinates  in  Novem- 
ber 1985  that  missiles  were  shipped.  On  an- 
other issue,  the  Attorney  General  had  strong 
reason  to  believe  there  was  a  connection  be- 
tween the  arms  sales  (in  which  the  CIA  had 
been  involved)  and  the  Contras:  the  diver- 
sion memorandum. 

Despite  Casey's  obviously  central  position 
in  any  investigation  of  these  matters,  Attor- 
ney General  Meese  chose  to  meet  Casey 


alone.  He  took  no  notes  of  the  meeting,  nor 
was  the  meeting  otherwise  recorded.  The 
Committees'  information  about  the  meeting 
is  thus  derived  solely  from  Attorney  General 
Meese's  testimony. 

According  to  Meese,  Casey  said  that  he 
had  been  contacted  in  October  1986  by  a 
former  business  associate  named  Roy  Fur- 
mark.  Furmark  told  Casey  that  certain 
Canadians  who  had  financed  the  Iran  arms 
sales  had  not  been  repaid  and  were  therefore 
threatening  to  expose  the  arms  sales.  Fur- 
mark  had  represented  that  the  Canadians 
would  claim  that  the  proceeds  had  been  used 
for  "Israeli  or  United  States  Government 
projects."  The  Attorney  General  explained 
that  Casey  said  he  had  not  told  him  about  the 
Furmark  visit  earlier  because,  before  the 
factfinding  inquiry  began,  there  was  no  rea- 
son to  tell  the  him. 

In  testimony  before  the  Senate  and  House 
Intelligence  Committees  in  December  1986, 
Attorney  General  Meese  was  not  specifically 
asked  about,  and  he  did  not  volunteer  any 
reference  to,  proceeds  being  diverted  to  Isra- 
eli or  U.S.  projects. 

Attorney  General  Meese  has  consistently 
claimed  that  he  did  not  tell  Casey  about  the 
diversion  memorandum,  or  ask  him  about 
the  diversion,  even  though  Meese  recognized 
it  as  a  bombshell  as  soon  as  his  staff  reported 
it  to  him.  The  reason  Attorney  General 
Meese  gave  for  not  asking  Casey  about  the 
diversion  memorandum  was  that  he  thought 
it  inappropriate  to  do  so  until  North  was 
questioned.  Attorney  General  Meese  also 
testified  that,  despite  the  fact  that  Casey 
mentioned  a  claim  that  proceeds  had  been 
diverted  to  U.S.  projects,  Attorney  General 
Meese  did  not  feel  the  conversation  could 
logically  have  led  to  questions  regarding  a 
diversion  of  those  proceeds  to  the  Contras 
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without  revealing  to  Casey  what  Meese 
knew.  Attorney  General  Meese  testified  that, 
"I  felt  it  was  not  appropriate  to  discuss  this 
with  anyone,  even  as  good  a  friend  as  Mr. 
Casey,  until  I  found  out  what  it  was  all 
about."  So,  in  a  meeting  that  lasted  between 
30  minutes  and  an  hour,  Meese,  according  to 
his  testimony,  avoided  the  subject. 


NOVEMBER  23:  INVESTIGATION  AND 
OBSTRUCTION  CONTINUE 

The  Attorney  General's  investigation  con- 
tinued to  build  on  Sunday,  November  23  to- 
ward the  afternoon  interview  with  North. 
From  9:00  a.m.  to  noon,  Cooper  and 
McGinnis  completed  more  interviews  at  the 
CIA.  Reynolds  and  Richardson  returned  to 
the  NSC  to  continue  their  document  review, 
although  they  apparently  never  did  complete 
it. 

At  the  CIA,  Cooper  and  McGinnis  inter- 
viewed Charles  Allen,  Duane  Clarridge, 
George  Jameson,  and  David  Doherty. 
McGinnis  interviewed  Clarridge,  who  told 
him  that  the  CIA's  involvement  in  Novem- 
ber 1985  was  limited  to  providing  to  North 
the  name  of  a  proprietary  airline  to  fly  oil 
drilling  equipment  to  Iran.  Clarridge  also  ex- 
plained that  he  made  arrangements  for  flight 
clearances. 

Meanwhile,  North,  who  had  told  the  At- 
torney General  he  was  not  available  for  an 
interview  until  the  afternoon  because  he 
wanted  to  go  to  church,  called  McFarlane 
Sunday  morning  and  asked  to  meet  with 
him.  McFarlane  was  getting  ready  to  leave 
for  church  himself  and  told  North  to  meet 
him  at  his  office  at  noon.  North  said  he 
would  bring   his   attorney.   North   arrived 


alone  at  McFarlane's  office  at  12:30  p.m. 
North  told  McFarlane  everything  was  on 
track  except  for  one  thing  that  could  be  a 
problem:  the  diversion.  According  to  Mc- 
Farlane, he  asked  North  if  the  diversion  had 
been  approved  and  North  replied  that  he 
would  not  do  anything  that  was  not  ap- 
proved. North  said  that  the  diversion  was  a 
matter  of  record  in  a  memorandum  he  had 
written  for  Poindexter. 

At  that  point,  attorney  Thomas  Green  ar- 
rived at  McFarlane's  office.  Green  told 
McFarlane  he  had  been  an  Assistant  U.S. 
Attorney  and  had  dealt  with  problems  of  this 
kind  before.  Green  advised  McFarlane  and 
North  to  state  the  story  truthfully  and  let  the 
chips  fall  where  they  may.  Not  long  the- 
reafter, Richard  Secord  arrived  as  well,  but 
by  that  time,  McFarlane  had  to  leave  for  an 
appointment. 

From  approximately  12:45  p.m.  to  2:00 
p.m.,  Attorney  General  Meese,  Reynolds, 
Cooper,  and  Richardson  met  to  discuss  the 
upcoming  interview  of  North.  North  arrived, 
alone,  at  approximately  2:15  p.m.  Meese  did 
most  of  the  questioning.  Richardson  and 
Reynolds  took  notes. 

The  Attorney  General  began  by  telling 
North  he  wanted  all  the  facts,  and  did  not 
want  North  to  coverup  to  protect  himself  or 
the  President.  He  then  asked  North  to  ex- 
plain the  arms  sales  from  the  beginning. 
North  replied  with  a  combination  of  fact  and 
fiction.  All  the  while  he  knew  that  the  Attor- 
ney General  was  acting  under  orders  from 
the  President  and  that  the  Attorney  Gen- 
eral's findings  would  be  reported  back  to  the 
President. 

North  said  he  was  unaware  of  the  first 
shipment  of  504  TOWs  until  after  it  oc- 
curred. Regarding  the  November  1985 
HAWK  shipment,  North  said  he  received  a 
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call  from  McFarlane  in  Geneva  who  told 
him  to  contact  Israeli  Defense  Minister 
Rabin  to  help  Israel  move  something  to  Iran. 
North  then  claimed  that  Defense  Minister 
Rabin  told  him  it  was  oilrelated  equipment. 
North  sent  Secord  to  help  with  the  shipment. 
North  also  called  Duane  Clarridge  at  the 
CIA  to  get  a  CIA  proprietary  to  fly  the 
equipment.  When  Secord  saw  the  shipment 
in  Israel,  he  told  North  the  cargo  was  1 8  or 
19  HAWK  missiles.  The  implication  in 
North's  statements — that  he  was  unaware 
until  informed  by  Secord  that  the  flight  was 
to  contain  HAWK  missiles — was  false.  As 
North  subsequently  admitted  in  his  public 
hearing  testimony,  he  knew  the  nature  of  the 
cargo  from  his  first  involvement  in  the  No- 
vember shipment. 

While  lying  to  the  Attorney  General 
about  other  aspects  of  the  November  1985 
HAWK  shipment,  North  admitted  that  his 
statements  about  that  shipment  in  the  NSC 
chronology  and  at  the  November  20,  1986, 
meeting  to  review  Casey's  draft  testimony 
were  false.  As  discussed  above,  North  had 
claimed  in  the  chronology  and  at  the  meet- 
ing that  the  United  States  had  to  force  the 
Iranians  to  return  the  HAWK  missiles.  In 
his  interview  with  the  Attorney  General, 
North  admitted  that  it  was  the  Iranians 
who  were  dissatisfied  and  demanded  their 
money  back. 

Attorney  General  Meese  then  asked 
North  to  describe  the  money  flow.  Again, 
North  lied.  North  said  the  money  passed 
from  the  Iranians  to  the  Israelis  who  in  turn 
paid  into  a  CIA  account  which  reimbursed 
the  Army  for  the  weapons.  North  made  no 
mention  of  Secord  or  the  Lake  Resources 
account  through  which  the  money  had  actu- 
ally passed. 

The  Attorney  General  turned  to  the  di- 


version. He  directed  North's  attention  to 
the  section  of  the  memorandum  describing 
how  the  "residuals"  would  go  to  the  Nica- 
raguan  Resistance.  North  appeared  to  be 
"visibly  surprised."  He  asked  if  they  had 
found  a  "cover  memo."  Reynolds  said  that 
none  had  been  found — without  first  ques- 
tioning North  as  to  whether  he  recalled  a 
cover  memo,  or  to  whom  it  had  been  di- 
rected, or  what  it  said.  After  Reynolds  in- 
formed North  that  no  cover  memo  had 
been  found,  the  Attorney  General  asked 
North  if  they  should  have  found  a  cover 
memo,  and  North  said  "no." 

The  Attorney  General  asked  North  if  he 
had  discussed  the  diversion  with  the  Presi- 
dent. North  replied  that  Poindexter  was  the 
point  of  contact  with  the  President. 

Attorney  General  Meese  pointed  out  that 
if  the  President  had  approved  the  diversion, 
North  probably  would  have  a  record  of  it. 
North  agreed  and  said  he  did  not  think  it  was 
approved  by  the  President.  The  Attorney 
General  asked  whether  other  files  might  con- 
tain a  document  indicating  Presidential  ap- 
proval, and  North  said  he  would  check. 

The  Attorney  General  asked  North  if 
there  was  anything  more.  North  said  that 
only  the  February  1986  shipment  and  the 
second  shipment  had  produced  residuals  to 
the  Contras.  North  also  said  that  only  three 
people  in  the  Government  knew  of  the  diver- 
sion— Poindexter,  McFarlane,  and  himself. 
North  said  the  CIA  did  not  handle  the 
"residuals"  and,  though  some  in  the  CIA 
may  have  suspected  a  diversion,  he  did  not 
think  anyone  at  the  CIA  knew.  If  North's 
testimony  at  the  public  hearings  was  truth- 
ful, then  these  statements,  too,  were  lies.  At 
the  hearings,  North  testified  that  Casey 
knew,  approved,  and  was  enthusiastic  about 
the  diversion  as  early  as  February  1986. 
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And  of  course,  North  was  aware  when  he 
spoke  to  the  Attorney  General  that  Earl 
knew  of  the  diversion. 

Attorney  General  Meese  then  confirmed 
to  North  that  he  had  to  share  this  informa- 
tion with  the  President  and  determine  if  he 
was  aware  of  it.  Meese  again  asked  North 
about  other  problem  areas,  including  com- 
plaints from  people  who  financed  the  deals 
and  lost  money.  North  responded  only  that 
Ghorbanifar  had  lost  money  in  a  "sting." 

The  North  interview  concluded  at  5:55 
p.m.  as  the  Attorney  General  was  returning. 
North  was  not  told  what  would  happen  next. 
Although  the  Justice  Department  officials 
noticed  North's  surprise  that  they  had  a  copy 
of  the  diversion  memorandum  North  had 
written,  no  one  asked  North  if  he  had  shred- 
ded or  otherwise  disposed  of  documents,  nor 
did  the  Justice  Department  officials  take  any 
steps  to  secure  North's  remaining  docu- 
ments. 

That  evening,  North  called  McFarlane 
and  Poindexter.  Afterwards,  North  shred- 
ded additional  documents  at  his  office  until 
at  least  4:30  a.m.,  when  a  security  guard  no- 
ticed that  North's  office  had  not  been  secured 
for  the  day.  North  responded  to  the  officer's 
security  report  by  claiming  that  when  the 
officer  checked  the  office,  North  was  in  the 
bathroom. 


NOVEMBER  24:  INFORMING  THE 
PRESIDENT 

Early  Monday  morning,  November  24, 
McGinnis  called  George  Jameson  of  the  CIA 
to  ask  certain  limited  questions,  and  Cooper 
researched  possible  criminal  violations.  At- 
torney General  Meese  planned  to  meet  with 


the  President,  the  Vice  President,  McFar- 
lane, Poindexter,  and  Regan. 

McGinnis  continued  to  speak  that  morn- 
ing with  CIA  personnel  about  the  money 
flow.  During  one  of  his  conversations,  he  was 
told  of  a  rumor  at  CIA  that  the  surplus  funds 
had  been  diverted  to  the  Contras.  McGinnis 
told  Cooper  of  this  rumor.  Cooper  then  told 
McGinnis  about  the  diversion  memorandum 
and  the  North  interview. 

Cooper  went  to  the  State  Department 
Monday  morning  to  obtain  Hill's  notes  relat- 
ing to  the  November  1985  HAWK  ship- 
ment. At  first  Hill  was  reluctant  to  surrender 
them,  he  agreed,  however,  only  when  Sofaer 
told  him  they  were  needed  for  a  criminal 
investigation. 

The  Attorney  General  called  the  head  of 
the  Justice  Department's  Criminal  Division, 
William  Weld,  at  9:55  a.m.  On  the  previous 
Friday  in  an  early  morning  staff"  meeting  at- 
tended by  Reynolds  and  Cooper  among  oth- 
ers, Weld  had  urged  that  the  Criminal 
Division  should  be  involved  in  the  weekend 
inquiry.  He  had  argued,  for  example,  that  the 
Criminal  Division  had  already  made  re- 
presentations to  a  court  denying  any  U.S. 
Government  involvement  in  arms  sales  to 
Iran,  and  that  the  Criminal  Division  should 
know  the  facts.  Attorney  General  Meese  told 
Weld  during  their  Monday  morning  call  that 
the  Criminal  Division  was  being  left  out  of 
the  Iran  investigation  on  purpose  and  not  as 
a  result  of  negligence.  Weld  inferred  that  the 
Attorney  General  had  been  informed  that 
Weld  had  argued  for  Criminal  Division  in- 
volvement. Weld  told  Meese  that  he  had  reg- 
istered a  concern  at  the  Friday  meeting  about 
Meese's  personal  involvement  in  the  investi- 
gation, warning:  "If  you  tried  to  carry  too 
much  water  here  some  might  spill  on  you." 

Early  Monday  morning,  Attorney  Gen- 
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eral  Meese  called  McFarlane  to  arrange  a 
second  interview.  They  met  alone  at  the  Jus- 
tice Department  and  no  one  took  notes. 
Meese  asked  if  McFarlane  knew  about  the 
diversion.  McFarlane  responded  that  he 
learned  of  it  from  North  during  the  Tehran 
mission  in  May  1986.  McFarlane  told  Attor- 
ney General  Meese  that  North  claimed  to 
have  approval  for  the  diversion. 

McFarlane  testified  that  the  only  other 
question  Attorney  General  Meese  asked  was 
whether  he  had  told  anyone  else  about  the 
diversion.  Meese,  however,  could  not  recall 
asking  that.  Meese  never  asked  McFarlane  if 
the  President  had  approved  the  diversion, 
nor  did  he  show  McFarlane  the  diversion 
memorandum.  Meese  did  not  ask  McFarlane 
why  he  had  not  told  him  about  the  diversion 
during  their  Friday  interview.  McFarlane 
did  not  mention  that  he  had  spoken  to  Poin- 
dexter  and  North  after  North's  interview 
with  the  Attorney  General. 

Attorney  General  Meese  went  to  the 
White  House  at  1 1:00  a.m.  to  meet  with  the 
President  and  Regan  pursuant  to  an  ap- 
pointment he  had  made  earlier  that  morn- 
ing. Meese  testified  that  he  told  the 
President  that  his  team  had  found  a  memo- 
randum at  the  NSC  which  included  plans 
to  divert  excess  funds  from  the  Iran  arms 
sales  to  the  Contras.  Attorney  General 
Meese  also  said  that  North  and  McFarlane 
had  confirmed  this  diversion.  The  Presi- 
dent, Meese  said,  was  very  surprised.  Meese 
told  the  President  there  was  more  factfind- 
ing to  do  before  he  could  give  him  a  full 
report  at  the  National  Security  Planning 
Group  (NSPG)  meeting. 

Regan  had  a  different  recollection  of  the 
morning  events.  Regan  testified  that  Attor- 
ney General  Meese  told  him  about  the  diver- 
sion prior  to  meeting  with  the  President. 


Regan  described  his  own  reaction  to  news  of 
the  diversion  as  "horror,  horror,  sheer  hor- 
ror." According  to  Regan,  Attorney  General 
Meese  told  him  that  North  had  done  the 
diversion,  and  Regan  said  the  President 
needed  to  be  immediately  informed.  Attor- 
ney General  Meese  said  he  did  not  want  to 
tell  the  President  until  he  could  nail  down 
some  other  things.  They  went  to  see  the  Pres- 
ident, but  told  him  only  that  the  factfinding 
inquiry  had  uncovered  some  serious  prob- 
lems and  that  they  would  need  to  meet  later 
that  afternoon.  They  set  a  meeting  for  4:15 

P.M. 

No  one  took  notes  of  the  Attorney  Gen- 
eral's morning  meeting  with  the  President. 
Regan  recalled  that  Meese  had  papers  with 
him  from  which  he  seemed  to  be  reading. 
However,  according  to  Regan,  Attorney 
General  Meese  never  told  him  there  actually 
was  a  memorandum  spelling  out  the  diver- 
sion. Regan  testified  that  Meese  "kept  using 
the  phrase,  T  have  got  a  few  last-minute 
things  to  button  up  before  I  can  give  you  the 
details.'  " 

Attorney  General  Meese  returned  to  the 
White  House  for  the  2:00  p.m.  NSPG  meet- 
ing. Richardson's  notes  indicate  that  prior  to 
that,  the  Attorney  General  met  briefly  with 
the  Vice  President  at  1:40  P.M.  Attorney 
General  Meese,  however,  testified  that  this 
meeting  occurred  after  4:00  p.m.  Continuing 
the  pattern,  Meese  met  with  the  Vice  Presi- 
dent alone  and  no  notes  were  taken.  Meese 
reported  that  the  Vice  President  was  un- 
aware of  the  diversion. 

Back  at  the  Department  of  Justice,  Rey- 
nolds and  Cooper  had  arranged  to  meet  at 
2:00  p.m.  with  attorney  Tom  Green.  Green 
and  Reynolds  had  a  long-standing  profes- 
sional relationship,  so  Green  approached 
Reynolds  for  a  meeting. 
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Reynolds  and  Cooper  both  understood 
that  Green  had  spoken  to  North  after 
North's  Sunday  interview  with  the  Attorney 
General.  Yet  Green's  version  of  the  events 
differed  sharply  from  what  North  had  told 
them.  First,  Green  said  the  idea  to  divert 
funds  to  the  Contras  originated  with  Albert 
Hakim,  while  North  had  tagged  Amiram  Nir 
with  originating  the  plan.  Green  claimed 
there  were  no  illegalities  because  the  diverted 
money  did  not  belong  to  the  United  States. 
Green  urged  that  the  facts  not  be  made  pub- 
lic because  it  would  risk  the  lives  of  contacts 
in  Iran  as  well  as  the  hostages. 

Green  also  recounted  other  facts  which 
differed  from  what  North  had  said  the  day 
before.  In  contrast  to  North's  version  of  the 
money  flow,  Green  explained  that  the  diver- 
sion was  accomplished  by  routing  the  money 
through  Hakim's  financial  network.  Green 
said  that  Hakim  told  the  Iranians  that  in 
order  to  foster  good  relations,  the  Iranians 
should  make  a  contribution  for  the  use  of  the 
Contras  or  of  the  United  States.  Green  also 
claimed  North  felt  he  was  doing  the  "Lord's 
work." 

Sometime  on  Monday,  Reynolds  told 
Meese  what  Green  had  said  about  the  diver- 
sion. Attorney  General  Meese,  however,  tes- 
tified that  he  recalled  no  mention  of  the  fact 
that  money  went  through  Hakim's  financial 
network  and  concluded  from  what  Reynolds 
told  him  that  Green  "added  nothing  particu- 
larly new.  .  .  ." 

At  the  White  House,  the  NSPG  met  from 
2:00  p.m.  to  3:45  p.m.  Present  were  the  Presi- 
dent, the  Vice  President,  Poindexter,  Casey, 
Attorney  General  Meese,  Secretary  Wein- 
berger, Secretary  Shultz,  Regan  and  George 
Cave.  Although  the  sole  topic  at  the  meeting 
was  the  Iran  initiative,  neither  Attorney 
General  Meese  nor  Regan  mentioned  the  di- 


version, nor  did  either  ask  any  one  present 
about  it. 

After  the  NSPG  meeting,  Attorney  Gen- 
eral Meese  met  with  Poindexter  from  4:15 
p.m.  to  4:20  p.m.  to  find  out  what  he  knew  of 
the  diversion.  Although  North  had  told  the 
Attorney  General  that  Poindexter  was  the 
point  of  contact  with  the  President,  the  At- 
torney General  chose  to  meet  alone  with  him 
and  to  take  no  notes. 

Poindexter  told  Attorney  General  Meese 
that  North  had  given  him  only  enough  hints 
about  the  diversion  to  know  what  was  going 
on,  but  that  he  had  not  inquired  further. 
Poindexter  testified  that  the  Attorney  Gen- 
eral never  asked  him  if  the  President  knew  of 
the  diversion.  Although  Meese  testified  at  his 
deposition  that  he  thought  he  had  asked  that 
question,  he  stated  at  the  public  hearings  that 
he  had  not  asked  so  direct  a  question,  but 
only  whether  anyone  else  in  the  White  House 
knew.  Poindexter  testified  that  he  did  not  tell 
the  Attorney  General  he  actually  approved 
the  diversion,  because  he  wanted  the  Presi- 
dent and  his  staff  to  retain  deniability. 

Poindexter  told  the  Attorney  General  that 
he  knew  that  when  the  diversion  became 
public  he  would  have  to  resign,  and  would 
defer  to  the  Attorney  General's  judgment  on 
the  timing  of  his  resignation.  Attorney  Gen- 
eral Meese  asked  no  further  questions  be- 
cause he  needed  to  meet  with  the  President 
at  4:30  p.m.  as  scheduled.  The  Attorney  Gen- 
eral, however,  never  went  back  to  Poindexter 
to  obtain  additional  details  after  meeting 
with  the  President. 

Attorney  General  Meese  met  alone  with 
the  President  and  Regan.  According  to 
Meese,  he  told  the  President  that  Poindexter 
had  confirmed  the  fact  of  the  diversion.  Ac- 
cording to  Regan,  Meese  was  informing  the 
President  for  the  first  time  of  the  diversion  of 
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funds  from  the  arms  sales  into  Swiss  bank 
accounts  controlled  by  the  Contras.  Regan 
said  the  President  appeared  crestfallen.  The 
Attorney  General  told  the  President  that  the 
person  primarily  responsible  was  North,  but 
that  Poindexter  had  some  inkling  of  the  di- 
version and  let  it  happen. 

According  to  Regan,  the  conversation 
then  turned  to  making  the  information  pub- 
lic. Regan  suggested  they  establish  a  com- 
mission to  investigate  the  facts  as  soon  as 
possible.  Regan  also  suggested  that  the  Presi- 
dent announce  the  situation  at  the  press  con- 
ference and  turn  questions  over  to  Meese. 
The  President  said  they  should  think  about 
the  matter  overnight  and  decide  how  it 
should  be  handled. 


NOVEMBER  25:  THE  PUBLIC  LEARNS 
OF  THE  DIVERSION 

By  Tuesday  morning,  November  25,  the  At- 
torney General's  investigation  was  largely 
over.  What  had  started  as  an  effort  to  resolve 
differing  testimony  over  the  November  1985 
HAWK  shipment  had  led  to  the  discovery  of 
an  illicit  connection  between  the  Iran  initia- 
tive and  the  secret  Contra  support  activities. 
Evidence  had  been  destroyed;  false  state- 
ments had  been  made;  important  questions 
had  been  skirted  or  avoided.  Nevertheless, 
the  secret  of  the  diversion  had  been  uncov- 
ered. On  this  day,  the  American  people 
would  find  out. 

Attorney  General  Meese's  day  began  with 
a  6:30  a.m.  call  from  Casey,  whom  the  Attor- 
ney General  had  not  yet  interviewed  about 
the  diversion.  Casey  told  the  Attorney  Gen- 
eral that  Regan  had  advised  him  of  the  diver- 


sion, and  asked  Meese  to  drive  by  his  house 
on  the  way  to  work.  The  Attorney  General 
arrived  at  6:45  a.m.,  with  Richardson  in  the 
car.  Richardson  did  not  go  into  Casey's 
house.  Richardson  testified  that  he  never  sat 
in  on  meetings  between  Casey  and  the  Attor- 
ney General.  Meese  once  again  held  a  crucial 
meeting  without  witnesses  or  notes. 

Attorney  General  Meese  testified  that,  at 
this  meeting,  Casey  was  adamant  that  the 
diversion  needed  to  be  publicly  announced  as 
quickly  as  possible.  This  description  of 
Casey's  position  is  substantially  different 
from  Casey's  position  the  day  before  when  he 
met  with  Regan. 

While  the  Attorney  General  was  at 
Casey's  house,  Regan  called  to  speak  to  him. 
Regan  told  the  Attorney  General  he  wanted 
to  meet  with  Poindexter  at  8:00  a.m.  to  ac- 
cept Poindexter's  resignation. 

Meese  returned  to  his  car  and  called  Poin- 
dexter, who  was  just  arriving  at  the  White 
House.  He  asked  Poindexter  to  meet  him  at 
the  Department  of  Justice,  where  they  spoke 
privately  for  15  minutes  before  Poindexter 
met  with  Regan.  The  Attorney  General  told 
Poindexter  the  time  had  come  to  submit  his 
resignation.  Poindexter  agreed  to  resign. 
They  then  discussed  North's  transfer  back  to 
the  Marine  Corps.  Attorney  General  Meese 
told  Poindexter  he  did  not  think  North  had 
done  anything  illegal. 

Poindexter  returned  to  the  White  House 
and  was  eating  breakfast  in  his  office  when 
Regan  came  in  and  told  him  to  have  his  res- 
ignation ready  for  the  regular  9:30  a.m. 
meeting  with  the  President.  Regan  then 
asked  Poindexter  how  the  diversion  could 
have  happened.  Poindexter  replied  he  had 
thought  something  was  going  on  with 
North.  Regan  asked  why  he  never  looked 
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into  it;  Poindexter  replied,  according  to 
Regan: 

I  knew  it  would  hurt  the  Contras,  and  the  way 
those  guys  on  the  Hill  are  jerking  around, 
...  I  was  afraid  it  would  hurt  them  too  much, 
so  I  didn't  look  into  it. 

In  Poindexter's  testimony,  however,  he  did 
not  recall  Regan  asking  him  about  the  diver- 
sion. Both  Regan  and  Poindexter  agree  that 
Regan  never  asked  Poindexter  whether  the 
President  knew. 

At  9:30  a.m.,  the  Vice  President,  Regan, 
Meese,  and  Poindexter  met  with  the  Presi- 
dent. Poindexter  told  the  President  that  he 
was  aware  of  the  plan  to  divert  funds  to  the 
Contras,  and  he  tendered  his  resignation  in 
order  to  give  the  President  "the  necessary 
latitude  to  do  whatever  you  need  to  do."  The 
President  told  Poindexter  that  it  was  in  the 
tradition  of  a  Naval  officer  to  take  responsi- 
bility. Poindexter  then  shook  hands  with 
those  present  and  left.  Poindexter  testified 
that  he  did  not  tell  the  President  that  he  had 
actually  approved  the  diversion,  because 
matters  were  in  flux  and  he  wanted  more 
time  to  think  about  it. 

After  Poindexter  left  the  meeting,  those 
remaining  discussed  North's  fate.  It  was 
agreed  that  North  should  be  immediately 
reassigned  to  the  Marine  Corps.  A  resigna- 
tion was  not  necessary  because  North  was 
not  a  Presidential  appointee.  No  one  in- 
formed North  that  he  would  be  reassigned. 
He  learned  of  it  for  the  first  time  while 
watching  the  President's  statement  and 
Meese's  press  conference  on  television  at 
noon  that  day. 

Sometime  that  morning  Poindexter  called 
North  and,  according  to  North's  notes,  dis- 


cussed the  disclosure  of  the  Contra  connec- 
tion. North's  notes  contain  a  reference  to 
"put  it  off  on  Ghorbanifar." 

At  10:15  a.m.  the  President  met  with  the 
National  Security  Council  to  brief  them  on 
developments.  From  11:00  a.m.  to  noon,  the 
President,  Regan,  Secretary  Shultz,  Attor- 
ney General  Meese,  and  Casey  briefed  Con- 
gressional leaders.  Attorney  General  Meese 
began  by  telling  them  about  the  diversion. 
Meese  said  North  was  involved  with  possibly 
one  or  two  other  NSC  staff  or  consultants. 
The  President  said  that  this  was  the  only 
incident  of  this  kind  and  that  Poindexter, 
although  not  a  participant,  had  known  of  it 
and  had  therefore  resigned. 

House  Majority  Leader  Jim  Wright  then 
asked  if  the  diversion  was  done  with  knowl- 
edge or  approval  of  anyone  in  the  U.S.  Gov- 
ernment. Attorney  General  Meese  answered 
that  North  had  approved  it.  Representative 
Wright  asked  about  Poindexter,  and  Meese 
responded  that  Poindexter  knew  the  money 
was  going  to  the  Contras  but  did  not  know 
the  details.  Senate  Minority  Leader  Robert 
Byrd  then  asked  if  Poindexter's  resignation 
was  requested.  The  President  responded  that 
Poindexter  volunteered  to  resign,  in  the 
Navy  tradition. 

Senator  Nunn  expressed  concern  about 
NSC  staff  involvement  in  covert  operations. 
The  President  replied  that  the  NSC  staff  had 
served  the  country  well,  citing  the  opening  to 
China  as  an  example.  Senator  Nunn  replied 
that  he  drew  a  distinction  between  a  diplo- 
matic initiative  and  a  covert  operation. 

Representative  Wright  then  asked  if  the 
CIA  knew  of  the  diversion.  Casey  responded, 
"No,  I  didn't."  Casey  then  volunteered  that 
McFarlane  learned  of  the  diversion  in  April 
or  May  1986. 
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November  25,  1986:  The  Attorney 
General's  Press  Conference 

The  Presidential  statement  and  subsequent 
press  conference  by  the  Attorney  General 
began  at  noon  and  lasted  approximately  45 
minutes.  Attorney  General  Meese  began  the 
press  conference  with  a  disclaimer  of  sorts, 
stating  that  the  inquiry  was  not  yet  complete 
because  "all  information  was  not  yet  in." 
Nonetheless,  his  responses  contained  several 
purported  conclusions. 

Meese  was  asked  how  the  diversion  came 
to  his  attention.  He  responded  that,  through 
a  review  of  reports  and  other  materials,  there 
was  a  hint  that  some  money  was  available  to 
be  used  for  another  purpose.  He  elaborated 
that  the  diversion  had  accounted  for  some 
$12  million  to  $30  million.  Meese  was  asked 
if  the  CIA  knew  of  the  diversion.  He  re- 
sponded that  none  of  the  statutory  members 
of  the  National  Security  Council  knew,  in- 
cluding Casey. 

Later,  in  describing  the  money  flow, 
Meese  said  the  money  went  directly  from 
the  Israelis  into  bank  accounts  held  by  the 
Contras.  This  version  of  events,  although 
consistent  with  North's  statements,  was  con- 
tradicted by  the  diversion  memorandum, 
which  described  how  the  money  would  be 
transferred  by  the  Israelis  into  an  account 
maintained  by  "a  private  United  States  cor- 
poration" and  then  transferred  to  the  Con- 
tras. 

Meese  was  asked  about  arms  shipments 
prior  to  the  January  1986  Finding.  He  re- 
sponded that  there  was  one  transaction  in 
which  Israel  shipped  weapons  without  au- 
thorization from  the  United  States,  and  that 
the  weapons  so  shipped  were  returned  to  Is- 
rael. Attorney  General  Meese  added  that  the 
August,    September    and    November    1985 


shipments  were  between  Israel  and  Iran  and 
"did  not  involve,  at  that  time,  the  United 
States." 

Attorney  General  Meese  specifically 
stated  that  the  President  had  not  known 
about  the  November  1985  HAWK  shipment 
until  February  1986.  Thus  the  Attorney 
General  said:  The  President  was  informed 
generally  that  there  had  been  an  Israeli  ship- 
ment of  weapons  to  Iran  sometime  during 
the  late  summer,  early  fall  of  1985,  and  then 
he  later  learned  in  February  of  1986  details 
about  another  shipment  that  had  taken  place 
in  November  of  1985,  which  had  actually 
been  returned  to  Israel  in  February  of  1986. 

These  statements  were  contrary  to  what  he 
and  Cooper  had  learned  regarding  CIA  par- 
ticipation in  the  November  1985  HAWK 
shipment  and  regarding  McFarlane's  con- 
versation with  Shultz  on  November  18,  1985. 
Attorney  General  Meese's  statements  were 
also  contrary  to  the  information  Meese  had 
received  from  Secretary  Shultz  on  November 
22  that  the  President  had  told  Shultz  3  days 
earlier  that  he  (the  President)  had  known  of 
the  November  1985  HAWK  shipment  at  the 
time.  Attorney  General  Meese  did  not  tell 
these  facts  to  the  press. 

When  asked  whether  the  diverted  funds 
were  owed  to  the  United  States,  Meese  re- 
sponded that  all  money  owed  to  the  United 
States  had  been  paid  to  the  United  States. 
Meese  said,  "We  have  no  control  over  that 
money.  It  was  never  United  States  funds,  it 
was  never  property  of  the  United  States  of- 
ficials, so  we  have  no  control  over  that  what- 
soever." Meese  later  testified  that  a  good  case 
could  be  made  that  such  funds  were  held  in 
"constructive  trust"  for  the  United  States, 
that  is,  that  all  profits  reaped  belong  in  the 
U.S.  Treasury. 

Attorney  General  Meese  also  stated  at  the 
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press  conference  that,  to  the  best  of  his 
knowledge,  no  American  was  present  for,  or 
participated  in,  negotiating  the  price  of  the 
arms  to  Iran.  Meese's  source  for  this  state- 
ment is  also  unclear. 

FBI  Director  William  Webster  watched 
the  Attorney  General's  press  conference  on 
television,  and  thereby  learned  of  the  diver- 
sion. After  the  press  conference,  Webster 
walked  across  the  street  to  the  Department 
of  Justice  and  told  Meese  that  a  criminal 
investigation  was  warranted.  The  Attorney 
General  stated  that  he  had  turned  the  in- 
quiry over  to  the  Criminal  Division  to  deter- 
mine which,  if  any,  statutes  were  violated. 
Webster  then  raised  the  problem  of  securing 
NSC  records.  Attorney  General  Meese  as- 
sured Webster  that  the  Justice  Department 
would  take  the  appropriate  steps  to  secure 
the  records.  Webster  went  back  to  the  FBI 
and  told  his  Assistant  Director  to  gear  up  for 
the  anticipated  investigation. 

Sometime  that  afternoon,  Secord,  after 
being  besieged  by  the  press  at  his  office,  went 
to  a  hotel  to  consult  with  Tom  Green.  North 
joined  them.  North  received  two  phone  calls 
at  the  hotel.  One  was  from  the  Vice  President 
calling  to  express  his  regrets  about  North's 
dismissal.  The  other  was  from  the  President. 
North  stood  at  attention  while  the  President 
spoke  to  him.  There  is  some  dispute  about 
the  substance  of  this  conversation.  North  tes- 
tified that  the  President  told  him,  "I  just 
didn't  know,"  which  North  understood  to  be 
a  reference  to  the  diversion.  Earl  testified 
that,  when  North  returned  to  the  office, 
North  had  told  him  that  the  President  had 
called  and  said,  "It  is  important  that  I  not 
know."  North  testified  that  perhaps  he  told 
Earl  that  the  President  felt  it  was  important 
that  North  know  that  he,  the  President,  did 
not  know  of  the  diversion.  Craig  Coy,  who 


was  present  when  North  related  the  Presi- 
dential conversation  to  Earl,  testified  that  he 
did  not  recall  North  saying  anything  about 
the  President's  statements  concerning  his 
knowledge.  Hall  testified  that  North  told 
her  that  President  had  said,  "I  just  didn't 
know." 

There  is  no  dispute,  however,  that  during 
the  phone  call  the  President  told  North  that 
he  was  "a  national  hero."  Indeed,  the  Presi- 
dent has  publicly  acknowledged  making  this 
statement. 

At  4:40  p.m.,  Meese  was  called  by  Israeli 
Prime  Minister  Peres.  The  Prime  Minister 
told  Meese  that  the  Government  of  Israel 
was  concerned  about  Meese's  claims  in  his 
press  conference  and  was  about  to  issue  a 
statement.  Prime  Minister  Peres  said  the  Is- 
raelis had  transferred  "defensive  arms"  at 
the  request  of  the  United  States.  He  also  told 
Meese  that  the  Israelis  had  not  paid  anything 
to  any  Contra  account.  The  Prime  Minister 
explained  that  the  Iranians  paid  directly  into 
an  account  in  Switzerland  maintained  by  an 
American  company.  He  indicated  that  Is- 
rael— which  had  been  asked  by  U.S.  officials 
early  on  to  take  the  rap  if  the  arms  sales 
became  public — was  not  going  to  take  the 
blame  for  the  diversion. 

Amiram  Nir  made  the  same  point  in  a  call 
to  North.  North's  notes  of  that  call  show  that 
Nir  complained  about  Meese's  statements 
and  asked  what  basis  Meese  had  for  making 
them.  Nir  pointed  out  that,  far  from  ever 
telling  him  that  any  funds  were  diverted, 
North  had  always  told  him  there  was  a  short- 
age of  funds.  Indeed,  Nir  questioned  why  the 
Israelis  had  been  made  to  pay  for  replace- 
ment weapons  if  there  was  an  excess  of 
funds.  Nir  told  North  he  could  not  back  his 
story.  He  said  that  statements  made  by  the 
Attorney  General  regarding  Israeli  deposits 
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to  Contra  accounts  and  other  matters  were 
simply  false. 

During  the  afternoon  of  November  25,  the 
NSC  staff  secured  North's  office.  In  review- 
ing her  files  at  the  time,  Fawn  Hall  discov- 
ered that  she  had  not  substituted  the  copies 
of  the  documents  she  had  altered  on  Novem- 
ber 2 1  for  the  copies  of  unaltered  versions  of 
the  documents  in  North's  files.  She  also 
found  PROF  notes  that  were  similar  to  those 
shredded  Friday  night,  along  with  minutes  of 
the  Tehran  meeting  in  May  1986  that  she 
had  saved  to  read.  Hall  knew  that  the  NSC 
security  staff  soon  would  be  closing  the  of- 
fice, so  she  called  North  and  told  him  to 
come  back  to  the  office,  indicating  to  him  the 
urgency  of  her  request  and  signalling  that  it 
involved  a  problem  with  documents.  North 
said  that  he  and  his  attorney  would  come 
back  to  the  office. 

Before  they  arrived,  Hall  took  the  docu- 
ments upstairs  and  placed  copies  of  the 
altered  documents  inside  her  boots,  inexpli- 
cably leaving  the  originals  of  the  altered  ver- 
sions on  her  desk.  She  then  went  to  Earl's 
office  and  solicited  his  help  in  pulling  the 
PROF  notes  from  he  pile  of  remaining  docu- 
ments. Earl  was  going  to  put  the  PROF  notes 
in  his  jacket,  but  Hall  told  him  she  would  do 
it.  She  then  told  him  to  watch  the  open  en- 
trance to  his  office  while  she  hid  the  PROF 
notes  under  her  clothes.  Earl  assured  her 
that  the  documents  were  not  visible. 

North  and  his  attorney  [Tom  Green]  then 
arrived  at  North's  office,  where  North  took 
a  phone  call  in  his  private  office  with  only 
Hall  present.  Hall  asked  North  if  he  could 
detect  anything  against  her  back,  and  he  said 
he  could  not.  Hall  left  the  office  with  North 
and  the  attorney.  Their  briefcases  were  in- 
spected by  the  NSC  security  staff,  and  they 
were  allowed  to  pass.  In  the  hallway,  Hall 


indicated  to  North  that  she  wanted  to  give 
him  the  documents.  He  told  her  to  wait  until 
they  were  outside. 

Hall,  North,  and  the  attorney  walked  out- 
side. Hall  made  a  motion  to  North  (she  was 
planning  to  pass  the  documents),  but  the  at- 
torney said,  according  to  Hall,  "No,  wait 
until  we  get  inside  the  car."  Once  in  the  car, 
Hall  pulled  out  the  documents,  gave  them  to 
North,  and  told  North  that  she  had  not  fin- 
ished substituting  the  altered  documents  for 
the  originals.  The  attorney  drove  them  to 
their  cars  and,  according  to  Hall,  asked  her 
what  she  would  say  if  asked  about  the  shred- 
ding. Hall  replied  that  she  would  say  "We 
shred  every  day,"  to  which  the  attorney  said, 
"Good."  " 

There  is  no  evidence  as  to  whether  the 
attorney  knew  in  advance  that  Hall  had 
documents  on  her  person.  That  evening,  the 
attorney  withdrew  from  North's  representa- 
tion. Subsequently,  North's  new  attorney  re- 
turned documents  to  the  NSC. 


NOVEMBER  26:  CRIMINAL 
INVESTIGATION  UNDERWAY 

By  Wednesday  morning,  November  26, 
Meese  was  prepared  for  the  investigation  to 
enter  a  new  phase.  At  9:15  a.m.,  he  met 
with  Justice  Department  attorneys  Burns, 
Trott,  Reynolds,  Cooper,  Bolton,  Cribb, 
Korten,  Weld,  and  Richardson.  The  Attor- 
ney General  began  the  meeting  by  announc- 
ing to  Weld  that  this  was  the  day  for  the 
handoff  of  the  investigation  to  the  Criminal 
Division.  Weld  said  he  wanted  to  assign  the 
investigation  to  two  experienced  attorneys 
in  the  Public  Integrity  Section,  which  typi- 
cally handles  prosecutions  of  public  officials 
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and  Independent  Counsel  inquiries.  Attor- 
ney General  Meese  stated  he  also  wanted 
Deputies  Mark  Richard  and  John  Keeny  to 
participate. 


that  evening  with  NSC  aide  Robert  Earl,  and 
they  agreed  not  to  tell  the  FBI  about  the 
removal  of  documents  from  the  NSC  offices. 
The  next  day,  after  learning  that  Earl  had 
retained  an  attorney,  Hall  arranged  for  one 
as  well. 


NOVEMBER  27:  A  THANKSGIVING 
PHONE  CALL 

November  27  was  Thanksgiving.  Fawn  Hall 
received  a  telephone  call  at  home  from  Jay 
Stephens,  an  attorney  on  the  White  House 
Counsel's  staff.  Press  reports  had  appeared 
claiming  that  documents  pertinent  to  the 
Iran-Contra  Affair  had  been  shredded  at  the 
NSC.  Stephens  asked  Hall  whether  those  re- 
ports were  true.  Hall  told  Stephens  exactly 
what  she  had  earlier  told  North's  attorney 
her  response  would  be  to  such  a  question: 
"we  shred  everyday."  Hall  admitted  during 
the  public  hearings  that  she  misled  Stephens 
to  believe  that  nothing  unusual  had  oc- 
curred. 


FINAL  STEPS 

The  NSC  security  officer  had  secured 
North's  office  on  November  25.  The  FBI 
took  over  joint  custody  of  the  documents  at 
the  NSC  on  Friday,  November  28. 

Also  on  November  28,  Hall  went  to  the 
office  of  North's  new  attorney  to  deliver  mes- 
sages that  North  had  received.  When  Hall 
returned  to  the  NSC,  Craig  Coy  introduced 
her  to  FBI  agents,  who  asked  to  interview 
her  over  the  weekend.  Hall  left  her  new  office 


On  December  1,  Reynolds  planned  to  meet  with 
Tom  Green,  who  had  become  Secord's  attorney. 
Criminal  Division  officials  were  opposed  because 
Reynolds  was  a  potential  witness.  Eventually,  it 
was  agreed  that  William  Hendricks  (Deputy 
Chief  of  the  Justice  Department's  Public  Integ- 
rity Section)  would  sit  in.  Green  wanted  immu- 
nity for  his  client  and  made  several  new 
assertions.  He  said  McFarlane  lied  about  the  No- 
vember 1985  shipment  and  that  CIA  "subordi- 
nates" knew  the  cargo  was  weapons.  Hendricks 
suggest  that  Secord  come  forward  without  immu- 
nity. Green  rejected  that  idea  and  predicted  the 
principals  would  "clam  up"  if  an  independent 
counsel  were  named. 

At  2:20  P.M.,  Meese  met  with  Burns, 
Cooper,  Bolton,  Cribb,  Weld,  Hendricks,  and 
Richard  to  discuss  the  investigation.  This 
meeting  focused  on  whether  to  apply  for  an 
Independent  Counsel.  There  was  concern 
that  North  and  Poindexter  might  not  be  per- 
sons covered  by  the  Independent  Counsel 
statute.  The  consensus,  however,  was  that 
sufficient  evidence  of  a  conflict  of  interest 
existed  that  the  Justice  Department  should 
apply  for  an  Independent  Counsel.  Weld  took 
it  upon  himself  to  draft  the  application  that 
night.  Weld  mentioned  only  North  in  the 
application  as  a  possible  target  because  he  felt 
there  were  insufficient  facts  to  name  others. 

On  December  19,  an  Independent  Counsel 
was  appointed. 
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THE  ENTERPRISE 


CHAPTER  21 


Introduction  to 
the  Enterprise 


By  the  summer  of  1986,  the  organization 
that  Richard  Secord  ran  at  Lt.  Col.  Oliver  L. 
North's  direction  controlled  five  aircraft,  in- 
cluding C-123  and  C-7  transports.  It  had  an 
airfield  in  one  country,  warehouse  facilities 
at  an  airbase  in  another,  a  stockpile  of  guns 
and  military  equipment  to  drop  by  air  to  the 
Contras,  and  secure  communications  equip- 
ment obtained  by  North  from  the  National 
Security  Agency  (NSA). 

Flying  the  planes  were  veteran  pilots  and 
crew,  many  experienced  in  covert  opera- 
tions. At  any  given  time,  about  20  airmen 
were  paid  consultants  to  a  Panamanian  cor- 
poration formed  by  Secord  and  Albert 
Hakim  at  North's  direction;  their  salaries 
were  paid  from  secret  Swiss  accounts  con- 
trolled by  Secord  and  Hakim. 

In  Robert  Dutton,  a  recently  retired  U.S. 
Air  Force  lieutenant  colonel,  the  organiza- 
tion had  an  expert  in  special  operations.  Dut- 
ton was  reporting  to  an  NSC  official,  Oliver 
North,  and  a  retired  Air  Force  general,  Rich- 
ard Secord,  both  of  whom  indicated  that  the 
operation  was  authorized  by  the  President  of 
the  United  States.  This  private  air  force  was 
but  a  part  of  the  organization  that  Secord 
and  Hakim  called  the  "Enterprise." 


This  part  of  the  Report  explores  the  activi- 
ties of  the  Enterprise  and  addresses  questions 
such  as:  Where  did  the  Enterprise  get  the 
money?  How  did  it  spend  it?  Who  profited? 
What  amount  of  the  Iranian  arms  sales  pro- 
ceeds was  spent  on  the  Contras  (the  so-called 
"diversion")?  What  happened  to  the  $10  mil- 
lion that  Brunei  contributed?  What  other 
covert  operations  did  the  Enterprise  conduct 
or  plan? 

Witnesses  testifying  before  the  Commit- 
tees could  not  easily  define  the  Enterprise. 
To  Hakim,  Secord's  partner,  the  Enterprise 
was  a  covert  organization  with  a  chain  of 
command  headed  by  North;  it  was  also  a 
business  with  a  chain  of  Swiss  accounts  that 
he  set  up  and  partially  owned.  Secord  first 
described  the  Enterprise  as  the  group  of  off- 
shore companies  that  carried  out  the  Iran 
and  Contra  operations,  but  later  testified  that 
it  was  fair  to  describe  the  Enterprise  as  his 
own  covert  operations  organization  formed 
at  the  request  of  North  and  Poindexter  to 
carry  out  all  of  the  operations  described  in 
his  testimony.  Secord  declared  that  he  "exer- 
cised overall  control"  over  the  Enterprise, 
but  acknowledged  that  he  depended  upon 
North's  support. 
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North  described  Secord's  network  of  off- 
shore companies  as  a  private  commercial  or- 
ganization, but  he  also  stated  that  it  was  the 
starting  point  for  the  creation  of  an  organiza- 
tion that  would  conduct  activities  similar  to 
those  of  the  Central  Intelligence  Agency 
(CIA),  including  counterterrorism.  Poindex- 
ter  never  defined  the  Enterprise,  but  stated 
that  he  found  attractive  the  idea  of  a  "private 
organization  properly  approved,  using 
nonappropriated  funds  in  an  approved  sort 
of  way." 

Secord  consistently  turned  to  the  same 
group  of  individuals  in  order  to  accomplish 
the  tasks  that  North  assigned  to  him.  Albert 
Hakim,  an  Iranian-born  American  citizen, 
was  his  partner  and,  by  agreement,  Secord 
and  Hakim  were  to  share  equally  in  any  En- 
terprise profits.  Hakim  controlled  the  Enter- 
prise's bank  accounts.  Rafael  Quintero,  a 
Cuban  exile  formerly  associated  with  the 
CIA,  handled  the  logistics  of  arms  deliveries 
from  various  locations  in  Central  America. 
Glenn  Robinette,  a  former  CIA  officer- 
turned-consultant,  investigated  those  who 
made  accusations  about  operations  of  the 
Enterprise  and  performed  other  tasks, 
among  them,  installation  of  a  security  system 
at  North's  residence.  Thomas  Clines,  a  for- 
mer CIA  official-turned-investor  and  consul- 
tant, served  as  the  primary  broker  for  the 
Enterprise's  arms  transactions. 

The  relationships  were  not  new.  Secord 
had  been  in  contact  with  the  group  through- 
out his  career;  apparently  he  trusted  these 
individuals  and  they  trusted  him.  Secord,  as 
an  Air  Force  officer,  and  Clines,  as  a  CIA 
officer,  worked  together  in  the  late  1960s 
when  both  were  assigned  to  the  CIA  station 
in  Laos,  and  developed  a  close  relationship. 

When  Secord  returned  from  Laos  he  was 
stationed  at  the  Pentagon.  Clines  took  the 


opportunity  to  introduce  him  to  a  number  of 
Clines'  CIA  associates,  including  Quintero. 
Clines  also  introduced  Secord  to  Edwin  Wil- 
son, a  former  CIA  officer  who  had  become 
enormously  successful  in  international  busi- 
ness dealings.  In  the  mid  1970s,  Secord  was 
stationed  in  Iran  where  he  exercised  substan- 
tial influence  over  purchasing  decisions  of 
the  Iranian  Air  Force.  At  about  this  time, 
according  to  Hakim,  Wilson  bought,  or  was 
given,  an  interest  in  one  of  Hakim's  compa- 
nies and  Wilson  became  "acquainted"  with 
Hakim's  "Iranian  operations."  Hakim's 
Iranian  operations  included,  among  other 
things,  an  effort  to  sell  electronic  intelligence 
systems  to  the  Iranian  Government.  The  op- 
erations also  involved  payoffs  to  Iranian  Air 
Force  and  Army  Generals  through  "bearer 
letters"  and  numbered  Swiss  accounts. 
Hakim  and  Secord  claimed  that  they  first 
met  on  unfriendly  terms  in  1976  or  1977 
when  Secord  recommended  against  a  con- 
tract that  Hakim  proposed  to  the  Iranian 
Government. 

After  Secord  returned  from  Iran,  his  rela- 
tionship with  Wilson  became  more  involved. 
In  1981,  Secord  and  Clines  became  subjects 
of  a  Department  of  Justice  conflict-of-inter- 
est and  bribery  investigation  stemming  from 
their  relationship  with  Wilson.  In  addition, 
in  1982,  Clines  became  a  target  of  a  Depart- 
ment of  Justice  investigation  concerning 
fraudulent  overbillings  of  the  U.S.  Govern- 
ment by  the  Egyptian  American  Transport 
Company  (EATSCO),  49  percent  of  which 
was  owned  by  Clines. 

Secord  retired  from  the  Air  Force  in  May 
1983  because  the  Wilson  story  and  the  ongo- 
ing Justice  Department  investigation  had 
placed  a  cloud  over  his  military  career.  Two 
months  later,  EATSCO  pleaded  guilty  to 
criminal  and  civil  overbilling  charges.  Clines, 
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on  behalf  of  the  corporate  entity  that  held  his 
49  percent  interest,  paid  a  $10,000  criminal 
fine  and  a  $100,000  civil  fine  as  part  of  the 
settlement.  In  July  1984  the  Justice  Depart- 
ment closed  the  EATSCO  case  and  in  Janu- 
ary 1986,  it  closed  the  conflict-of-interest  and 
bribery  investigation  of  Secord  and  Clines. 
No  indictments  or  other  prosecutorial  action 
followed. 

Hakim  kept  in  communication  with  Se- 
cord after  Secord  left  Iran.  When  Hakim 
learned  that  Secord  was  considering  retire- 
ment, he  tried  to  recruit  Secord  as  a  partner 
to  revive  his  security  sales  company,  Expan- 
trade.  By  offering  security  systems  to  foreign 
governments,    Hakim   believed   that    "you 


have  a  deep  penetration  in  that  government 
and  therefore  you  can  do  a  lot  of  business." 
Secord  agreed  with  the  concept  and  in 
May  1983,  immediately  upon  his  retirement, 
joined  Hakim.  Secord  became  Hakim's  equal 
partner  in  a  new  company,  Stanford  Tech- 
nology Trading  Group  International 
(STTGI),  headquartered  in  Vienna,  Virginia, 
outside  of  Washington,  D.C.  STTGI,  relying 
on  Secord's  contacts,  tried  to  develop  con- 
tracts in  the  security  field  in  Saudi  Arabia 
and  elsewhere.  In  1984,  when  North  re- 
cruited Secord  to  help  with  arms  supply  to 
the  Contras,  Hakim  and  Secord  found  a 
major  project  that  would  steadily  grow  more 
complex — as  the  ensuing  chapter  shows. 
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CHAPTER  22 


The  Enterprise 


Almost  $48  million  flowed  into  the  Enter- 
prise. It  came  from  contributions  directed  to 
the  Enterprise  by  North  from  Carl  "Spitz" 
Channell  and  Richard  Miller,  third  coun- 
tries, and  others.  It  came  from  the  sales  of 
arms  to  the  Contras  and  missiles  to  Iran.  It 
came  from  the  sale  of  weapons  to  the  CIA. 
The  total  would  have  been  at  least  $10  mil- 
lion greater  had  the  Brunei  contribution  not 
been  misdirected. 

All  of  the  Enterprise's  money  went  into 
Swiss  bank  accounts  managed  by  an  expert 
in  handling  money,  Willard  Zucker,  and  was 
protected  by  the  world's  most  stringent  se- 
crecy laws.  But  the  Enterprise  did  not  rely 
solely  on  Swiss  law  to  preserve  the  confiden- 
tiality of  its  operation.  Zucker  created  a 
maze  of  companies  through  which  money 
could  be  passed  without  trace.  The  corporate 
operations  of  the  Enterprise  were  befitting  of 
its  covert  charter. 

One  of  the  main  objectives  of  the  Commit- 
tees was  to  penetrate  this  secrecy — to  find 
out  where  the  money  came  from,  and  where 
it  went;  and  thus,  to  learn  about  the  opera- 
tions and  organization  of  the  Enterprise. 

In  the  financial  records  of  the  Enterprise, 
the  Committees  found  that: 


—  The  plan — which  North  attributed  to 
Casey — to  create  a  worldwide  private 
covert  operation  organization,  with  sig- 
nificant financial  resources,  was  being 
implemented  through  a  network  of  off- 
shore companies  administered  in  Swit- 
zerland. 

—  The  Enterprise  took  in  nearly  $48  million 
during  its  first  2  years.  Its  income-gener- 
ating capacity  came  almost  entirely  from 
its  access  to  U.S.  Government  resources 
and  connections:  the  contributions  di- 
rected to  it  by  North,  the  missiles  sold  to 
Iran,  and  the  brokering  of  arms  to  the 
Contras  as  arranged  by  North. 

—  The  Enterprise  generated  a  substantial 
amount  of  its  income  from  the  sale  of 
arms  to  Iran.  Before  its  operations  came 
to  a  halt,  the  Enterprise  managed  to  di- 
vert at  least  $3.8  million  from  the  Iran 
arms  sale  profits  to  the  Contras. 

—  The  Enterprise  spent  almost  $35.8  mil- 
lion. It  used  its  resources  to  finance  cov- 
ert operations  not  reported  to  Congress 
as  required  by  law  and,  in  some  in- 
stances, not  disclosed  to  the  President. 

—  The  income  of  the  Enterprise  exceeded 
its  expenditures  by  $12.2  million. 
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—  Secord,  Hakim,  and  Clines  took  self-de- 
termined "commissions"  from  the  $12.2 
million  surplus  to  reward  themselves  for 
their  work  on  arms  deliveries  to  the  Con- 
tras  and  the  CIA.  The  commissions  to- 
taled approximately  $4.4  million,  with  an 
average  markup  of  about  38  percent  over 
the  cost  of  the  arms — not  20  percent  as 
asserted  by  Secord. 

—  Contrary  to  their  testimony  that  they 
only  took  "commissions"  out  of  the  En- 
terprise accounts,  Hakim  and  Secord 
also  took  approximately  $2.2  million 
from  the  $12.2  million  surplus  for  per- 
sonal business  ventures  and  personal  use. 
One  of  these  business  ventures  involved 
plans  to  sell  weapons  to  the  Contras  at 
substantial  profits;  another  called  for  the 
sale  of  weapons  to  Iran. 

—  $5.6  million  of  the  $12.2  million  surplus 
was  left  in  Enterprise  accounts  managed 
in  Switzerland  when  the  Enterprise 
ceased  its  operations  in  November,  1986. 
An  additional  $2.2  million  from  earlier 
commission  payments  and  profit  distri- 
butions remained  in  separate  accounts 
managed  in  Switzerland  for  the  benefit  of 
the  individual  members  of  the  Enter- 
prise. 

In  the  following  seven  sections,  the  Com- 
mittees describe  these  findings  in  detail.  The 
first  section  describes  the  Enterprise's  rec- 
ords and  explains  the  network  of  companies 
and  bank  accounts  through  which  the  Enter- 
prise operated.  The  second  traces  the  sources 
of  the  Enterprise's  funds  and  North's  role  in 
generating  them.  The  third  describes  the  En- 
terprise's expenditures.  The  fourth  examines 
the  diversion.  The  fifth  shows  what  hap- 
pened to  the  "surplus,"  the  excess  ($12.2  mil- 
lion)  of  revenues  over  expenditures,   and 


discusses  Hakim's  efforts  to  pass  money  to 
North.  The  sixth  section  describes  where  the 
Enterprise  funds  are  now,  and  the  seventh 
tells  the  story  of  what  happened  to  the  mis- 
directed Brunei  contribution. 


SECTION  1:  THE  SWISS 
CONNECTION,  THE  SECRET 
ACCOUNTS  AND  COMPANIES,  AND 
THE  COVERT  CHARTER 

The  Swiss  Connection 

The  Enterprise's  records  were  maintained  by 
Compagnie  de  Services  Fiduciaries  (CSF). 
CSF  is  a  Swiss  fiduciary  company,  owned 
and  administered  on  a  daily  basis  by  Willard 
I.  Zucker,  a  U.S.  citizen  and  former  Internal 
Revenue  Service  (IRS)  lawyer  who  has  re- 
sided in  Switzerland  for  20  years.  CSF  esta- 
blishes tax  haven  offshore  companies  to  hold 
the  funds  of  its  clients,  satisfying  the  neces- 
sary formalities  and  keeping  the  books.  It 
also  accepts  its  clients'  funds,  keeping  them 
in  its  name  with  a  bank  or  investment  house. 

A  Swiss  fiduciary  company  has  no  exact 
counterpart  in  the  United  States.  The  client 
employing  a  Swiss  fiduciary  such  as  CSF — 
which  uses  Panamanian  or  Liberian  compa- 
nies, Swiss  bank  accounts,  and  offshore  trust 
accounts — buys  a  triple  layer  of  secrecy,  a 
formidable  barrier  against  identification  of 
the  location  of  money. 

Starting  in  1971,  Zucker  provided  bank- 
ing-type services  to  Hakim.  The  Zucker- 
Hakim  relationship  continued  into  the 
1980s;  thus,  Zucker's  services  were  available 
when  Secord  became  Hakim's  partner  in 
1983.  As  early  as  June  1984,  Zucker  visited 
the  United  States  and  met  with  Secord  about 
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a  Hakim-Secord  business  project  that  in- 
volved supplying  military  equipment  to  an 
unnamed  resistance  group. 

Zucker  was  a  discreet,  efficient,  and  rapid 
channel  for  moving  money.  By  merely  tele- 
phoning Zucker  in  Switzerland,  Hakim,  and 
later  Secord,  could  order  the  movement  of 
funds  from  Swiss  bank  accounts  to  the  desti- 
nation of  their  choice  without  a  paper  trace 
to  either  of  them.  With  bank  accounts  in 
international  tax  havens  and  financial  cen- 
ters, CSF  would  simply  issue  a  check  from 
the  most  appropriate  location.  When  neces- 
sary, Hakim  could  direct  Zucker  to  set  up  a 
new  Swiss  bank  account  and  an  offshore  shell 
company  to  act  as  the  nominal  owner  of  the 
account.  If  Secord  or  Hakim  wanted  $50,000 
in  cash  that  could  not  be  traced  to  a  Swiss 
account,  Zucker  could  arrange  for  that,  too; 
Zucker  would  call  upon  business  associates 
and  other  U.S.  contacts  to  provide  the  cash 
and  Zucker,  in  turn,  would  reimburse  his 
sources. 

Thus,  Zucker — who  had  a  license  to  prac- 
tice law  in  the  United  States,  all  the  powers 
of  a  Swiss  fiduciary,  an  inside  knowledge  of 
the  IRS,  and  experience  in  meeting  the  needs 
of  clients  such  as  Hakim — was  a  covert  oper- 
ator's model  banker,  accountant,  lawyer,  and 
money  manager. 


The  Covert  Charter 

North  testified  that  as  early  as  1984  Casey 
wanted  to  establish  an  offshore  entity  capable 
of  conducting  operations  in  furtherance  of 
U.S.  foreign  policy  that  was  "stand-alone" — 
financially  independent  of  appropriated 
funds  and,  in  turn,  Congressional  oversight. 
During  the  first  half  of  1985,  the  Enterprise 
simply  purchased  arms  and  resold  them  to 


the  Contras  at  a  profit,  which  was  distributed 
to  its  partners.  It  had  no  continuing  assets  of 
its  own  and  conducted  no  operations  apart 
from  selling  arms  to  the  Contras.  During  this 
period,  North  steered  contributions  from 
Country  2  to  accounts  controlled  by  Contra 
leader  Adolfo  Calero  in  Miami.  Calero  trans- 
ferred over  $1 1  million  to  an  Enterprise  com- 
pany named  Energy  Resources,  Inc.  Energy 
Resources  paid  approximately  $9  million  for 
arms  which  were  delivered  to  the  Contras, 
and  the  profit  of  over  $2  million  was  dis- 
tributed to  Secord,  Hakim  and  Clines. 

Starting  in  July  of  1985,  however,  the  do- 
nations raised  by  North  were  no  longer  sent 
to  Calero's  account,  but  were  sent  directly 
to  accounts  of  the  Enterprise.  Using  these 
funds,  the  Enterprise  then  begun  to  take 
shape  as  the  "stand-alone"  self-financed  en- 
tity capable  of  conducting  covert  actions  for 
the  U.S.  Government  which  Casey,  accord- 
ing to  North,  had  envisioned.  In  April  and 
mid-May  1985,  three  new  companies  were 
established:  Lake  Resources,  Gulf  Market- 
ing, and  Udall  Research  Corp;  and  in  Sep- 
tember 1985,  Albon  Values  and  Dolmy  Inc. 
were  added  to  the  roster.  Most  of  the  funds 
from  Energy  were  eventually  moved  to 
Lake.  Lake  became  the  funnel  for  contribu- 
tions to  the  expanded  Enterprise  organiza- 
tion. 

As  the  network  of  companies  and  ac- 
counts grew,  North  asked  Secord  to  produce 
a  chart  setting  forth  the  organization  of  the 
Enterprise  as  envisioned  by  Casey.  As  North 
put  it: 

A:  Director  Casey  had  in  mind,  as  I  under- 
stood it,  an  overseas  entity  that  was  capable 
of  conducting  operations  or  activities  of  as- 
sistance to  U.S.  foreign  policy  goals  that  was 
a  stand-alone — 
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Q:  Self-financed? 

A:  That  was  self-financing,  independent  of 
appropriated  monies  and  capable  of  conduct- 
ing activities  similar  to  the  ones  that  we  had 
conducted  here.  .  .  . 

Q:  Did  I  understand  you  to  say  .  .  .  that  the 
chart  that  you  had  drawn  by  Hakim,  which 
is  Exhibit  [OLN]  328,  was  a  chart  to  reflect 
that  concept? 

A:  .  .  .  that  chart  was  something  that  I  had 
asked  General  Secord  for. 

Q:  Was  it  intended  to  reflect  the  concept  as 
described  by  Director  Casey? 

A:  Yes. 

Hakim  testified  that  in  February  1986, 
with  the  assistance  of  CSF,  he  had  the  chart 
drawn  on  a  computer  and  then  gave  it  to 
Secord.  (See  figure  22-1) 

The  chart  was  the  blueprint  for  the  off- 
the-shelf  covert  organization  that  Casey  en- 
visioned. It  depicts  three  types  of 
companies:  collecting  companies,  treasury 
companies,  and  operating  companies  (col- 
lectively the  "Enterprise  Companies"). 
Hakim  stated  that  the  idea  was  that  each 
collecting  company  would  serve  as  the  sole 
receiver  of  funds  for  the  Enterprise  for  a  pe- 
riod of  time.  When  the  first  collecting  com- 
pany became  too  visible  it  could  be  cast 
aside  and  the  next  company  would  be  taken 
off  the  "shelf  and  brought  into  use.  Thus, 
secrecy  would  be  preserved. 

The  treasury  companies  show  the  global 
scope  of  the  plan.  Each  treasury  company 
was  responsible  for  holding  funds  for  opera- 
tions in  a  distinct  region  of  the  world:  South 
America,  the  Middle  East,  and  Africa. 
Africa  was  included  because,  according  to 
Hakim,    Secord    said — allegedly    in  jest — 


"who  knows,  if  we  do  a  good  job,  the  Presi- 
dent may  send  us  to  Angola." 

Each  of  the  regional  treasury  companies, 
Hakim  explained,  would  supply  funds  to 
"operating  companies"  within  their  respec- 
tive regions.  Each  operating  company 
would  perform  specific  operations,  and 
thus,  the  exposure  of  any  single  company 
would  not  bring  down  the  entire  network. 
For  example,  Toyco  was  to  be  used  for  the 
purchase  and  sale  of  weapons — euphemisti- 
cally called  "toys" — for  the  Contras,  while 
Udall  was  to  be  used  to  run  the  air  resupply 
operations. 

The  final  element  of  the  chart,  the  section 
for  reserves  marked  with  an  "R,"  reflects  the 
plan  for  continuing  operations — the  essential 
ingredient  for  an  "off-the-shelf,"  "self-sus- 
taining" organization.  Hakim  stated  that  the 
"R"  stood  for  the  "Reserves"  that  were  to 
hold  the  capital  necessary  for  the  Enterprise 
to  become  self-sufficient.  Appropriately,  the 
chart  provides  that  the  reserves  would  be 
held  by  CSF  Investments  Ltd.,  the  Bermuda 
branch  of  CSF  that  invests  and  manages 
funds  of  CSF  clients. 

In  Central  America,  where  activity  was 
the  most  intense,  the  Enterprise  fully  devel- 
oped the  network  of  companies  set  forth  on 
the  blueprint.  Albon  Values,  the  Central 
American  treasury  company,  directed  $4.3 
million  of  its  funds  to  two  Central  American 
operating  companies:  Toyco  S.A.  and  Udall 
Research  Corporation.  Performing  their  op- 
erational roles,  Toyco  purchased  arms  for 
the  Contras  and  made  payments  to  Contra 
leaders,  while  Udall,  among  other  things, 
bought  and  operated  the  aircraft  for  the  res- 
upply operation.  Udall  also  leased  land  in 
Costa  Rica,  where  it  built  an  emergency  air- 
strip for  the  aircraft  dropping  supplies  in 
Nicaragua. 
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In  short  order,  Zucker  could  create  or  dis- 
solve a  corporation  as  circumstances  re- 
quired. 


SECTION  2:  INCOME  GENERATION 

Table  22-1  and  Figure  22-2  summarize  the 
sources  of  the  Enterprise  income,  from  De- 
cember 1984  to  December  1986. 

The  details  of  each  of  these  income-raising 
efforts  are  set  forth  in  other  chapters  of  this 
Report.  The  summary  here  demonstrates 
that  every  single  source  of  Enterprise  income 
involved  North  and  the  use  of  U.S.  Govern- 
ment resources.  Indeed,  Secord  flatly  ac- 
knowledged this  connection. 


North  helped  generate  the  Enterprise's 
revenues,  and,  in  turn,  Secord  and  Hakim 
accommodated  North's  requests  for  funds 
and  services.  At  North's  request,  the  Enter- 
prise bought  a  ship,  sent  radios  to  a  foreign 
political  party,  and  provided  money  to  Drug 
Enforcement  Administration  (DEA)  agents 
for  a  covert  operation.  Hakim  testified  that, 
as  a  result  of  these  kinds  of  demands,  he  was 
not  sure  who  was  making  the  decisions  about 
the  use  of  the  Enterprise's  funds — North  act- 
ing as  an  official  of  the  U.S.  Government,  or 
he  and  Secord.  As  Hakim  put  it:  "whoever 
designed  this  structure,  had  a  situation  that 
they  could  have  their  cake  and  eat  it  too. 
Whichever  they  wanted  to  have,  a  private 
organization,  it  was  private;  when  they 
didn't  want  it  to  be  a  private  organization  it 
wasn't." 


Table  22-1. -Enterprise  Income1  1985  and  1986 


Source 


Amount 


Arms  Sales  to  the  Contras  (Calero) SI  1,348,926 

Total $11,348,926 

Donations  for  the  Contras: 

Institute  for  North-South  Issues  (Miller).  60,000 

IBC  (Miller) 429,839 

IC,  Inc.  (Miller) 1,307,691 

Country  3 2,000,000 

Joseph  Coors 65,000 

Total 3,862,530 

Arms  Sales  to  Iran: 

Second  Channel 3,600,000 

Israel 2,685,000 

Khashoggi 25,000,000 

Total 31,285,000 

Other: 

Arms  Sales  to  the  CIA 1,200,000 

Interest  Income  and  Miscellaneous 262,637 

Total 1,462,637 

Grand  Total  Income 47,959,093 


1  Based  upon  analysis  of  the  CSF  ledgers  and  supporting 
bank   records.   H6378-79. 


The  Cash  Balances 

The  Enterprise  companies  built  up  substan- 
tial cash  balances,  which  totaled  almost  $5.5 
million  by  the  time  the  operations  came  to  a 
halt  in  December  1986.  Table  22-2  summa- 
rizes the  ending  monthly  cash  balances  for 
the  Enterprise  companies  and  the  Reserves. 
Hakim  testified  that  he  understood  that 
North  wanted  a  pool  of  funds  available  in 
Switzerland  for  the  Contras  and  any  other 
purpose  he  might  designate.  Secord  testified 
that  he  was  "generating  money  to  keep  the 
Enterprise  going."  Later,  in  an  interview,  he 
elaborated: 

The  majority  of  the  money  was  in  [the  Enter- 
prise accounts]  to  provide  operating  capital  for 
a  very,  very  large  enterprise  which  owned  a 
ship,  and  which  was  preparing  to  buy  a  two 
million  dollar  707,  and  which  was  preparing  to 
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Figure  22-2. 

Enterprise  Income 

($47.96  Million). 


[in  millions  of  dollars] 

Arms  Sales  to  the 

Contras  (Calero) 

11.35 


Arms  Sale  to 
Central 

Intelligence 
Agency 
1.2  J 


Contra  Donations 
3.86 

Interest  and 

Other  Income 

0.26 


[BY  PERCENTAGE] 

Arms  Sales  to  the 

Contras  (Calero) 

23.7% 


Arms  Sale  to 
Central 

Intelligence 

Agency 

2.5% 


Contra  Donations 
8.1% 

Interest  and 

Other  Income 

0.5% 


Source:  Compagnie  de  Services  Fiduciaires  ledgers. 


298 


set  up  permanent  headquarters  in  Europe  for 
a  joint  Iranian-American  commercial  venture. 


Table  22-2. — Estimated  Ending  Monthly  Cash 
Balances 1 


Month 
Ending 


Dec.  84. 
Jan.  85. 

Feb 

Mar 

Apr 

May 

June 

July 

Aug 

Sept 

Oct 

Nov 

Dec 

Jan.  86... 

Feb 

Mar 

Apr 

May 

June 

July 

Aug 

Sept 

Oct 

Nov 

Dec 


Enterprise  * 
Companies 


Reserves 


Total 


$10,957 

418,939 

344,591 

3,543,489 

4,128,476 

1,573,472 

1,515,879 

1,316,089 

725,123 

1,561,631 

1,123,709 

918,867 

513,595 

394,166 

6,755,693 

4,106,152 

2,462,197 

8,799,871 

5,269,057 

2,019,829 

612,383 

1,144,218 

1,944,486 

1,441,331 

1,299,127 


$2,000,000 
2,000,000 
2,000,000 
4,200,000 
4,200,000 
4,200,000 
4,200,000 
4,200,000 
4,200,000 
4,200,000 


$10,957 

418,939 

344,591 

3,543,489 

4,128,476 

1,573,472 

1,515,879 

1,316,089 

725,123 

1,561,631 

1,123,709 

918,867 

513,595 

394,166 

6,755,693 

6,106,152 

4,462,197 

10,799,871 

9,469,057 

6,219,829 

4,812,383 

5,344,218 

6,144,486 

5,641,331 

5,499,127 


1  Based  upon  an  analysis  of  the  CSF  Ledgers  and  supporting  bank 
account  records.  During  the  month  of  May  the  bank  account  balances  went 
as  high  as  $23  million;  the  money  was  rapidly  spent,  however,  pursuant  to 
the  Iran  arms  transactions.  Ending  monthly  balances,  shown  here,  present  a 
more  accurate  picture  of  cash  freely  available  to  the  Enterprise. 

2  Includes  funds  controlled  by  Energy,  Lake,  Gulf.  Udall,  Albon,  Dolmy, 
ACE.  Hyde  Park.  ToyCo,  Stanford  Tech  Services,  S.A.,  and  Defex  SA. 
ACE  was  created  for  the  Contra  air  resupply  operation.  Stanford  Tech 
Services  paid  American  Express  bills  for  Hakim  and  Secord. 


When  asked  about  the  cash  balances, 
North  testified  that  Casey  wanted  the  Enter- 
prise to  become  a  self-sustaining  operation  so 
that  "there  [would]  always  be  something 
there  which  you  could  reach  out  and  grab 
...  at  a  moment's  notice."  But  North  also 
said  that  he  was  surprised  by  the  size  of  the 
balance,  adding,  "I  am  not  willing  at  this 
point  to  accuse  anybody."  He  also  acknowl- 
edged that  he  had  been  told  in  September 
1986 — even  though  the  cash  balances  were 
then  approximately  $5.3  million — about  a 
shortage  of  money  available  for  the  Second 
Channel  Iranian  initiative. 

Throughout  1985  and  the  first  half  of 
1986,  Enterprise  cash  surpluses,  including 
the  Reserves,  were  increasing.  They  reached 
their  height  in  May  1986.  As  of  May  1,  1986, 
the  funds  in  the  accounts  of  the  collecting 
companies,  treasury  companies,  operating 
companies  (collectively  the  "Enterprise  com- 
panies") and  the  Reserves,  contained  ap- 
proximately $10.8  million. 

In  October  1986,  at  the  same  time  New 
York  businessman  Roy  Furmark  was  threat- 
ening to  expose  the  initiative  if  the  Iran  arms 
financiers  were  not  paid,  the  Enterprise  com- 
panies and  the  Reserves  still  had  a  total  cash 
balance  in  the  vicinity  of  $6. 1  million. 


Central  American  Expenditures 


SECTION  3:  EXPENDITURES 

All  told,  the  Enterprise  spent  almost  $35.8 
million — out  of  the  nearly  $48  million  it 
took  in — on  covert  operations.  Table  22-3 
and  Figure  22-3  summarize  the  expendi- 
tures. 


In  the  beginning,  the  Enterprise  simply  sold 
arms  to  the  Contras.  Its  Contra  arms-broker- 
ing operation — complete  with  an  offshore 
company  and  an  offshore  account — was  only 
the  first  stage  for  the  full-service  covert  orga- 
nization that,  according  to  North,  Casey  en- 
visioned. 

From  December  1984  through  July  1985, 
Calero  transferred  $11.3  million  to  Secord. 
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Secord  used  the  money  to  provide  five  arms 
shipments,  described  by  Secord  as  Phases  I 
through  IV  (one  of  the  five  shipments  was  a 
supplement  to  a  previous  one).  Secord  spent 
a  total  of  $9.4  million  for  the  arms  he  sold  to 
Calero,  including  transportation  costs;  how- 
ever, the  total  cost — including  commissions 
for  Secord,  Hakim,  and  Clines — exceeded 
$11.3  million;  the  shortfall  was  made  up  with 
other  Enterprise  funds,  including  donations 
from  the  private  fund-raising  network. 


Table  22-3. — Enterprise  Expenditures * 

1.  CENTRAL  AMERICA: 

Arms  Purchased  for  Sale  to  Calero: 

Defex2 $7,487,606 

Transworld  Arms 1,390,532 

Total 8,878,138 

Arms  Purchased  and  Donated  to  Southern 

front  Defex 864,407 

Air  Resupply: 

C-123  (Doan  Helicopter) 475,000 

C-123  (Hanson  Sale) 250,000 

Maule  Aircraft  (Maule  Air) 183,238 

Caribous  (Propair  Inc.) 1,096,966 

Airfield 125,000 

Southern  Air  Transport3 1,991,512 

Corporate  Air  Services 437,688 

Aero  Contractors 70,756 

East 657,804 

Central  American  Contractor 1 92,233 

Quintero 198,376 

David  Walker 110,000 

Other4 73,367 

Total 5,861,940 

Contra  Leaders  and  Others: 

Calero 200,000 

Contra  Leader 59,500 

Contra  Leader 155,000 

Calero's  Broker 200,000 

Contra  Leader 50,000 

Total  Contra 664,500 

Legal  Support: 

Shea  and  Gardner 20,000 

Tom  Green 90,000 

Sharp,  Green,  and  Lankford 1,671 

Total 111,671 

Other 130,217 

Total 16,510,873 


2.  MID-EAST  (IRAN  ARMS): 

Payments  to  CIA  for  Arms 12,237,000 

Israel5 732,250 

Southern  Air  Transport 1,151,000 

Aeroleasing 226,998 

CIA  Proprietary  Airline 127,700 

Related  Costs 457,700 

Advance  to  Richard  Second 260,000 

Total 15,192,648 

3   WORLD  WIDE: 

Erria  (North  Africa) 743,409 

DEA  Agents 30,150 

Radios  for  foreign  government 100,000 

Defex2  (Arms  sold  to  CIA) 2,226,987 

Total  Contra 3,100,546 

4.  OTHER 967,953 

Total  Expenditures 35,772,020 

1  Based  upon  an  analysis  of  CSF  ledgers  and  supporting  bank  account 
records,  H6344-62 

2  These  expenditures  include  payments  to  Alkasser  totalling  $15  million 
According  (o  Richard  Secord,  Alkasser  is  an  agent  for  Defex  and  the  SIS 
million  covered  arms  purchases  from  Defex  The  expenditures  also  include 
prepaid  transportation  costs 

3  According  to  Southern  Air's  records,  this  includes  $598,390  for  delivery 
of  arms  to  Calero  and  the  Southern  Front 

4  Includes  $48,165  which,  as  of  10-22-86.  remained  in  ACE's  bank 
account 

s  Payment  for  leasing  of  aircraft. 


From  February  until  May  1986,  the  En- 
terprise purchased  approximately  $3.1  mil- 
lion of  military  equipment  from  Defex,  a 
Portuguese  arms  supplier.  It  delivered  some 
of  the  arms,  paid  for  largely  by  the  Iranian 
weapon  sales  and  third-country  contribu- 
tions, in  three  airlifts  which  took  place  in 
March,  April,  and  May  1986  (described  by 
Secord  as  phases  V  through  VII).  Additional 
arms  purchased  during  the  same  period  (the 
"stranded  shipment")  never  reached  the 
Contras. 

In  addition,  the  Enterprise  spent  approxi- 
mately $5.9  million  for  air  resupply  opera- 
tions, which  had  been  planned  by  North, 
Secord,  Clines,  and  Quintero  in  July  1985.  It 
acquired  an  air  force,  purchasing  two  C-123 
cargo  aircraft,  two  Caribou  aircraft,  and 
three  Maule  aircraft. 

Operating  the  airplanes  was  expensive:  the 
Enterprise  paid  Corporate  Air  Services  a 
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Figure  22-3. 

Enterprise  Expenditures,  December  1984 
thorugh  December  1986 

($47.96  Million). 


[in  millions  of  dollars] 


Worldwide 
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Other 
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Worldwide 
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Source:  Compagnie  de  Services  Fiduciaires  ledgers. 
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total  of  $437,688,  directly  and  indirectly,  for 
the  crews  used  in  the  resupply  operation. 
Southern  Air  Transport  received  approxi- 
mately $2  million  for  aircraft  spare  parts, 
fuel,  and  other  services  in  connection  with 
the  resupply  operation.  Eagle  Aviation  Ser- 
vices and  Technology,  Inc.  (EAST),  another 
Gadd  company,  received  $657,804  for  pro- 
viding other  air  services. 

David  Walker,  a  British  expert  in  guerrilla 
warfare  recruited  by  North,  received 
$110,000  for  his  services  on  May  5,  1986. 
Secord  noted  that  during  the  July  meeting 
in  Miami  it  was  decided  that  the  resistance 
needed  "to  get  into  some  of  the  urban 
areas."  North  testified  that  in  1985,  he  au- 
thorized Walker  to  perform  military  opera- 
tions "in  Managua  and  elsewhere  in  an 
effort  to  improve  the  perception  that  the 
Nicaraguan  resistance  could  operate  any- 
where that  it  so  desired."  Later,  Walker 
provided  two  technicians  to  help  carry  out 
a  military  operation  in  Nicaragua.  Secord 
and  Hakim  testified  that  in  1986  Walker 
provided  air  crews  for  the  resupply  opera- 
tion. 

The  Enterprise  acquired  land  for  an  air- 
strip in  Costa  Rica  for  a  down  payment  of 
$125,000  and  a  purchase  money  mortgage  of 
$4,875,000.  A  Central  American  contractor 
who  constructed  the  airfield,  received  pay- 
ments totaling  $192,233  from  February 
through  July  1986. 

The  Enterprise  disbursed  funds  to  a 
number  of  Contra  leaders.  It  paid  $50,000, 
$155,000,  and  $59,500,  respectively,  to  three 
Contra  leaders,  and  $400,000  to  Calero  and 
his  broker  for  food  supplies  and  other  ex- 
penses. North  may  have  had  even  more  com- 
plex plans  for  payments  to  the  Contras. 
Figure  22-4  summarizes  expenditures  related 
to  the  Contras. 


The  Mideast:  Expenditures  for  the 
Iran  Operations 

The  Enterprise  was  involved  in  every  NSC- 
connected  shipment  of  weapons  to  Iran  from 
November  1985  on.  The  net  surplus  gener- 
ated by  these  transactions  for  the  benefit  of 
the  Enterprise  was  $16.1  million. 

The  first  transaction,  the  Israeli  November 
1985  HAWK  shipment,  generated  a  net  sur- 
plus of  $850,317.  According  to  Secord,  the 
Israelis  told  North  that  the  extra  money 
could  be  used  for  "whatever  purpose  we 
wanted."  After  discussing  the  matter  with 
North,  Secord  agreed  to  use  the  money  for 
the  Contras  and  testified  that  he  did  so. 

The  Enterprise's  role  in  the  next  transac- 
tion—the sale  of  the  1,000  TOWs  in  Febru- 
ary— was  more  active.  The  Enterprise  was 
the  "commercial  cut-out"  for  the  CIA,  re- 
ceiving the  money  for  the  missiles  from 
Ghorbanifar,  paying  the  CIA  for  them,  and 
delivering  them  to  Iran.  The  net  surplus 
from  this  transaction  was  approximately 
$5.5  million.  As  it  did  with  the  Calero  arms 
sales,  the  Enterprise  received  payment  to 
cover  the  cost  of  the  arms  before  the  arms 
were  purchased.  Between  February  7  and  18, 
1986,  Khashoggi  (who  was  financing  Ghor- 
banifar) transferred  a  total  of  $10  million  to 
the  Lake  Resources  account  for  the  ship- 
ment. On  February  10  and  11,  Secord  di- 
rected a  total  payment  of  $3.7  million  to  the 
CIA  for  the  TOWs.  In  addition,  payments 
totaling  $484,000  were  made  to  Southern  Air 
for  the  delivery  of  missiles  from  the  United 
States  to  Israel;  one  payment  of  $185,000 
was  made  to  the  Israeli  Ministry  of  Defense 
to  transport  the  TOWs  from  Israel  to  Iran; 
another  payment  of  $100,000  was  made  to 
the  Israeli  Ministry  of  Defense  for  other 
related  activities;  and  $31,500  was  paid  to 
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Figure  22-4. 

Expenditures  Relating  to  the  Contras 

($16.5  Million) 
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an  Israeli  bank  for  miscellaneous  expenses. 

The  Enterprise's  role  was  the  same  in  the 
third  transaction — the  deliveries  of  the 
HAWK  replacement  parts  to  Iran  in  May 
and  August  1986,  and  the  shipment  of 
TOWs  to  Israel  to  replenish  the  TOWs  sold 
to  Iran  in  September  1985.  The  net  surplus 
from  this  transaction  was  approximately 
$8.3  million. 

Khashoggi  financed  the  May  transaction 
for  Ghorbanifar,  transferring  $15  million  to 
the  Lake  Resources  account  on  May  14  and 
16,  1986,  for  the  HAWK  parts.  On  May  15 
and  16,  the  Israeli  Ministry  of  Defense  trans- 
ferred a  total  of  $1,685,000  to  the  Lake  Re- 
sources account  for  the  TOWs.  After 
Khashoggi's  first  payment  was  received,  Se- 
cord  directed  the  Enterprise  to  pay  $6.5  mil- 
lion to  the  CIA  to  cover  the  cost  of  the 
HAWK  spare  parts  and  the  TOWs.  In  order 
to  pay  for  the  delivery  of  the  HAWK  parts, 
the  TOWs,  and  McFarlane's  trip  to  Iran,  the 
Enterprise  paid  $667,000  to  Southern  Air 
and  $447,250  to  the  Israeli  Ministry  of  De- 
fense. Dutton  received  $40,000  to  cover  the 
cost  of  the  crew  and  other  expenses  on  the 
Israel-to-Iran  leg  of  the  mission.  Secord  also 
appears  to  have  received  $260,000  which  was 
apparently  related  to  the  Iran  transactions. 

Finally,  the  Enterprise  paid  $205,015  for 
expenses  of  chartering  corporate  aircraft  for 
Secord  and  North  in  connection  with  their 
negotiations  with  the  Iranians. 

The  fourth  and  final  transaction  consisted 
of  the  shipment  of  500  TOWs  from  U.S. 
stocks  to  Iran  through  the  Second  Channel. 
The  net  surplus  was  $1.4  million.  The  Sec- 
ond Channel  advanced  $3.6  million  to  Hyde 
Park  Square  on  October  29,  1986,  for  the 
TOWs.  Hyde  Park,  in  turn,  paid  the  CIA 
$2,037,000  for  the  missiles  and  incurred 
other  expenses  aggregating  $161,240. 


Worldwide  Projects 

The  Enterprise's  expenditures  were  not  lim- 
ited to  Central  America  and  the  Middle  East. 
In  May  1986,  North  directed  Secord  to  pur- 
chase a  ship  for  other  covert  operations.  Ac- 
cordingly, the  Enterprise  spent  $743,409  on 
the  purchase  and  operation  of  a  Danish  ves- 
sel named  the  Erria. 

North  directed  a  project  with  DEA  agents 
to  try  to  free  certain  hostages  which  contem- 
plated paying  bribes  and,  indirectly,  a  $2  mil- 
lion ransom  to  their  captors.  North  turned  to 
businessman  and  philanthropist  H.  Ross 
Perot,  who  agreed  to  provide  $2  million  for 
the  project.  In  addition,  North  called  upon 
the  Enterprise  which  paid  $30,150  to  the 
DEA  agents  for  their  expenses. 

At  North's  request,  the  Enterprise  paid 
$100,000  for  radios  supplied  to  a  political 
party  of  a  foreign  nation.  Another  project 
involved  an  attempted  propaganda  effort  in  a 
foreign  country.  North  disclosed  to  the  Com- 
mittees in  an  executive  session  that  a  number 
of  other  projects  were  in  the  planning  stages. 


The  North  Residence  Security 
System 

Another  Enterprise  expense  was  a  home  se- 
curity system,  which  cost  approximately 
$16,000,  for  the  residence  of  Oliver  North. 
As  early  as  September  1985,  North  reported 
harassment  which  he  attributed  to  anti-Con- 
tra  demonstrators,  including  damage  to  part 
of  the  fence  around  his  home  and  one  of  his 
cars.  In  the  spring  of  1986,  the  press  reported 
that  Abu  Nidal,  the  international  terrorist 
and  assassin,  had  placed  North  on  his  "hit" 
list.  When  the  FBI  advised  North  that  it  was 
not  authorized  to  provide  protection,  North 
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made  a  request  to  Poindexter  for  assistance. 
Poindexter  did  not  follow  up  on  the  matter. 
According  to  the  Marine  Corps,  North  did 
not  request  protection  for  his  home  from  the 
Corps,  an  option  that  was  available  to  him. 
North  told  Secord  about  the  problem  and 
Secord  offered  to  help. 

Secord  asked  Glenn  Robinette,  an  ex-CIA 
officer  with  experience  in  electronic  surveil- 
lance and  security,  for  assistance.  Secord  had 
hired  Robinette  in  late  March  to  do  investi- 
gative work  related  to  the  Avirgan  and 
Honey  lawsuit,  at  a  fee  of  $4,000  a  month 
plus  expenses.  Robinette  examined  the 
North  residence  and  met  first  with  Mrs. 
North,  then  with  North  and  Secord.  Robi- 
nette proposed  a  security  system  designed 
primarily  to  provide  protection  from  tre- 
spassers, not  terrorists,  at  a  cost  of  $8,500. 
According  to  Robinette,  North  responded  to 
the  effect,  "Please  try  to  keep  it  along  those 
lines.  Remember,  I  am  a  poor  lieutenant  col- 
onel." 

Robinette  paid  the  installers  of  the  system, 
which  included  a  remote  control  electronic 
gate,  approximately  $13,900 — $6,000  in 
May  and  roughly  $7,900  on  July  10th  when 
the  installation  of  the  system  was  complete. 
At  the  time  of  each  payment,  Robinette  re- 
ported to  Secord,  rather  than  North,  for  re- 
imbursement because  he  was  "working  for 
Secord."  Secord  reimbursed  Robinette  for 
his  time  and  expenses  with  $7,000  in  cash 
and  a  $9,000  check  drawn  by  Zucker  from 
Enterprise  funds  and  mailed  to  Robinette  at 
Secord's  request. 

On  August  6,  1986,  at  a  meeting  in  the 
White  House,  North  told  Members  of  the 
House  Permanent  Select  Committee  on  In- 
telligence, who  were  inquiring  about  his  in- 
volvement with  the  Contras,  that  he  had 
installed,  at  his  own  expense,  a  security  sys- 


tem to  protect  his  family  from  anti-Contra 
demonstrators. 

North  testified  that  a  bill  never  came  for 
the  security  system  and  that  he  assumed  that 
"an  accommodation  was  worked  between 
Mr.  Robinette  and  General  Secord  to  make 
a  gift  out  of  [the]  security  system."  Secord, 
in  an  interview,  denied  that  he  made  the  gift 
or  approved  it.  From  Secord's  viewpoint, 
there  was  a  misunderstanding:  Robinette 
a,sked  for  his  expenses  and  Secord  never  real- 
ized that  those  expenses  were  for  the  security 
system  rather  than  for  investigative  work. 
Robinette  testified  as  follows: 

Q:  When  you  went  to  General  Secord  to  seek 
reimbursement  [for  the  final  payment  to  the 
security  company],  you  told  him  what  you 
were  seeking  reimbursement  for,  didn't  you? 

A:  Yes,  sir. 

Q:  He  knew  he  was  paying  you  for  the  secu- 
rity system,  didn't  he? 

A:  That  would  be  my  understanding,  sir.  I 
usually  told  him  what  I  was  asking  to  be  paid 
for. 

Q:  There  is  no  question  about  it,  is  there? 

A:  No,  sir,  there  is  no  question  about  it. 

In  December  1986,  North  realized  that  the 
gift  of  the  security  system  "just  didn't  look 
right."  By  that  time,  North  had  been  named 
in  the  Justice  Department  application  for  the 
appointment  of  an  Independent  Counsel. 
North  called  Robinette  and  asked  him  to 
send  a  bill.  Since  the  system  had  already  been 
paid  for,  Robinette  assumed  that  North 
wanted  to  make  it  appear  that  he  (North) 
had  actually  paid  the  bill.  Robinette,  who 
told  Secord  that  he  was  going  to  send  North 
a  bill,  sent  North  two  back-dated  bills  of  pay- 
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ment  due,  dated  months  earlier  but  actually 
written  and  delivered  at  the  same  time  in 
December  1986. 

North,  in  turn,  wrote  two  back-dated  let- 
ters, designed  to  fit  with  Robinette's  bills, 
which  told  a  false  story  about  financial  ar- 
rangements relating  to  the  security  system. 
In  the  first,  dated  May  18,  1986,  but  written 
in  December  1986,  North  stated  that  it  was 
his  understanding  that  he  could  pay  for  the 
system  either  through  24  monthly  install- 
ments or  by  making  his  house  a  demonstra- 
tion unit.  North  concluded  the  letter  by 
informing  Robinette  that  he  was  selecting 
the  second  option.  In  the  second  letter,  dated 
October  1,  1986,  but  also  written  in  Decem- 
ber, North  apologized  for  the  delay  in  re- 
sponding to  the  first  and  second  notices  and 
reminded  Robinette  that  he  wished  to  pay 
for  the  system  by  making  his  home  available 
as  a  demonstration  unit.  In  his  testimony, 
North  stated  that  he  typed  at  least  one  of  the 
letters  on  a  demonstration  typewriter  in  a 
typewriter  store,  rather  than  using  a  home 
typewriter. 

On  the  morning  of  March  16,  1987,  as 
Robinette  went  out  to  get  his  morning  paper, 
he  was  interviewed  by  a  reporter  about  the 
driveway  gate  which  was  part  of  the  North 
security  system.  Robinette  stated  that  he  in- 
stalled the  gate  for  North  at  no  charge,  hop- 
ing that  North  "might  steer  business  his 
way"  and  that  he  would  be  able  to  put  in 
gates  for  North's  neighbors.  Later  in  the  day, 
North  called  Robinette,  asking  to  meet  with 
him  on  the  following  day  at  his  lawyer's  of- 
fice, and  requesting  that  Robinette  bring  cop- 
ies of  the  back-dated  letters. 

Robinette  gave  the  letters  to  North's  attor- 
neys, but  did  not  say  they  were  spurious. 
Robinette  then  went  to  see  Secord  who,  upon 


learning  that  Robinette  had  sent  North  a  bill 
for  the  security  system,  stated,  "You  did  the 
right  thing."  That  same  afternoon  Robinette 
received  a  call  from  North's  attorney,  who 
told  him  not  to  protect  North,  and  to  "tell 
the  truth,  tell  the  truth,  tell  the  truth."  He 
also  advised  Robinette  to  get  an  attorney. 
Robinette  did  so.  Later,  after  receiving  im- 
munity, he  related  the  above-described 
events  to  the  Independent  Counsel  and  the 
Committees. 

North  testified  that  in  fabricating  the  let- 
ters in  December  1986,  "I  did  probably  the 
grossest  misjudgment  that  I  have  made  in  my 
life."  North  offered  no  explanation  as  to  why 
he  also  created  the  false  record,  other  than 
that  the  gift  "just  didn't  look  right." 


Unexplained  Cash  Expenditures 

The  CSF  ledgers  record  expenditures  of  ap- 
proximately $902,110  during  the  period 
from  March  1985  to  October  1986  without 
identifying  their  specific  purpose.  Two  tran- 
sactions accounted  for  the  bulk  of  these 
funds.  The  first  involved  a  $260,000  cash  dis- 
bursement on  May  21,  1986.  In  the  second 
transaction,  $310,000  was  withdrawn  from 
the  Hyde  Park  account  on  July  18,  1986.  The 
ledgers  state  that  in  both  cases,  the  funds 
were  "in  transit,"  but  where  they  went  is 
unknown.  In  addition,  the  Enterprise  trans- 
ferred $152,200  to  an  account  called  Codelis. 
Finally,  Hakim,  Secord,  and  Clines  received 
cash  totaling  $179,610  from  various  Enter- 
prise accounts;  these  transactions  were  listed 
as  "business  expenses,"  and  were  in  amounts 
of  up  to  $50,000  each. 
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SECTION  4:  THE  DIVERSION— HOW 
MUCH? 


SECTION  5:  PROFITS— WHO  MADE 
WHAT 


The  Iran  arms  sales  generated  a  $16.1  mil- 
lion surplus  for  the  Enterprise.  The  Enter- 
prise managed  to  spend  part  of  that  money, 
$3.8  million,  for  the  Contras  before  its  opera- 
tions were  stopped. 

As  of  November  19,  1985,  the  day  before 
the  first  money  from  the  Iran  arms  transac- 
tions was  deposited  into  the  Enterprise,  the 
Enterprise  had  a  cash  balance  of  approxi- 
mately $1  million.  From  November  20,  1985 
through  December  1986,  the  Enterprise  re- 
ceived an  additional  $2.4  million  in  dona- 
tions for  the  Contras.  During  the  same 
period,  the  Enterprise  spent  approximately 
$7.2  million  on  behalf  of  the  Contras.  The 
shortfall — $3.8  million — was  diverted  from 
the  Iran  arms  sale  surplus. 

The  diversion  did  not  take  place  by  acci- 
dent. In  fact,  North  helped  set  the  price  of 
the  arms  so  that  a  surplus  would  be  created 
which  could  be  used  for  the  Contras.  Ac- 
cording to  Secord,  North  consistently  in- 
structed him  to  use  the  surpluses  generated 
from  the  Iranian  arms  sales  for  the  Contra 
project.  North  apparently  thought  that  at 
least  $6  million  of  the  Iran  surplus  from  the 
May  transaction  alone  would  be  used  for  the 
Contras.  He  sent  Poindexter  a  PROF  note 
on  May  16,  saying  that  the  Enterprise  had 
"more  than  $6  million  available  for  immedi- 
ate disbursement."  Poindexter  testified  that 
he  believed  that  the  Enterprise  was  giving  the 
Contras  all  of  the  surplus  from  the  Iran  arms 
sales. 


Breaking  the  Code  Names 

Hakim  was  both  a  promoter  and  a  salesman: 
The  Enterprise  was  a  great  opportunity  to 
make  a  great  deal  of  money  and,  he  said,  at 
the  same  time,  to  serve  both  his  new  country, 
the  United  States,  and  his  native  country, 
Iran.  Hakim  added: 

I  never  pretended  to  undertake  the  tasks  I  was 
asked  to  perform  for  philanthropic  purposes 
and  I  made  that  clear  to  all  of  those  with  whom 
I  [w]as  involved — including  General  Secord, 
Lieutenant  Colonel  North,  the  CIA,  and  the 
Iranians. 

The  Enterprise  fulfilled  Hakim's  objective: 
without  risking  any  of  its  own  or  Hakim's 
money,  the  Enterprise  made  extraordinary 
profits  through  weapons  sales.  Its  revenues 
of  $48  million  exceeded  its  expenses  by  $12.2 
million.  Secord  preferred  to  speak  of  this 
money  as  "residuals"  or  "surplus"  rather 
than  profit  because  he  did  not  want  to  be 
called  a  "profiteer." 

Not  only  was  the  structure  and  operation 
of  the  Enterprise  cloaked  in  secrecy,  so  was 
the  distribution  of  its  profits.  The  CSF  rec- 
ords indicate  that  $6.8  million  of  the  $12.2 
million  "surplus"  was  distributed  as  profits 
directly  or  indirectly  to  five  entities:  "Albert 
Hakim,  Korel  Assets,  C.  Tea,  Scitech,  and 
Button."  In  addition,  $4.2  million  was  trans- 
ferred to  CSF  to  be  held  in  a  fiduciary  capac- 
ity for  the  Enterprise  as  "Reserves."  The 
balance,  $1.2  million,  remained  at  the  end  of 
1986  as  undistributed  cash  in  the  Enter- 
prise's operating  companies. 
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Korel  Assets 


'Button' 


Hakim  testified  that  Korel  Assets  was  a  cor- 
poration that  held  Secord's  profit  share.  The 
records  of  the  Enterprise  support  Hakim's 
testimony.  Profit  distributions  to  Korel 
match,  often  to  the  last  dollar,  distributions 
to  Secord's  equal  partner,  Hakim. 

According  to  the  CSF  Ledgers,  $1.62  mil- 
lion was  transferred  out  of  the  Enterprise 
accounts  for  the  benefit  of  "Korel  Assets." 
Most  of  this  money  was  distributed  to  the 
Korel  Assets  Fiduciary  Fund  where  it  re- 
mained unspent.  However,  $269,000  was 
transferred  either  directly  from  the  Enter- 
prise accounts  or  indirectly  through  the 
Korel  Fiduciary  Fund  to  the  U.S.  or  else- 
where. The  Committees  have  traced  most  of 
this  money  to:  Secord's  personal  bank  ac- 
count (including  payments  for  a  personal  air- 
plane) ($74,600);  payments  for  Secord's 
Porsche  ($31,825);  payments  for  a  stay  by 
Secord  at  a  health  farm  ($3,075);  and  cash 
withdrawals  where  Secord  signed  the  with- 
drawal slips  ($33,000).  An  additional  $126,- 
492  went  for  other  purposes. 

Secord  testified  that  he  was  unaware  that 
Korel  Assets  stood  for  him  and  that  it  held 
his  profit  share.  He  claimed  that  the  money 
he  personally  received  from  Switzerland 
came  through  Hakim  as  personal  loans  or  as 
payments  for  work  unrelated  to  the  Enter- 
prise. Hakim  never  mentioned  Korel  to  Se- 
cord. As  far  as  Secord  was  concerned,  the 
money  for  the  Porsche  was  a  loan  from 
Hakim  (even  though  Secord  signed  no  note 
and  paid  no  interest),  and  the  money  for  the 
airplane  was  Secord's  share  of  a  consulting 
fee.  Hakim  denied  that  the  money  for  a  Pors- 
che was  a  loan  and  indicated  that  in  both 
cases  he  took  the  money  from  Secord's  profit 
share. 


On  May  20,  1986,  the  Enterprise  transferred 
$200,000  to  "B.  Button."  The  money  was 
wired  out  of  an  Enterprise  account  to  CSF, 
which  agreed  to  hold  the  funds  for  "B.  But- 
ton" under  a  CSF  fiduciary  agreement.  The 
transfer  was  recorded  in  the  Button  Capital 
Ledger  as  a  distribution  for  the  benefit  of 
Button. 

Hakim's  explanation  of  the  Button  money 
changed  during  his  deposition.  He  initially 
testified  that  the  Button  fund  was  set  up  to 
pay  death  benefits  for  the  pilots  in  the  Contra 
air  operation  and  that  Button  meant  "Button 
up  or  something."  When  told  of  a  handwrit- 
ten note  by  Zucker  referring  to  "Mrs.  Belly 
Button,"  Hakim  said  that  Button  meant 
"bellybutton"  and  gave  an  almost  incompre- 
hensible explanation.  Hakim,  who  denied 
that  Button  stood  for  anyone's  name,  failed 
to  explain  why  "Button"  had  a  Capital 
Ledger,  as  if  it  were  sharing  profits. 

Two  days  later,  Hakim  stated  that  the 
$200,000  was  a  death  benefit  for  Mrs.  North 
and  her  family  in  the  event  of  North's  death. 
The  Capital  Ledger  "Button"  referred  to  dis- 
tributions for  the  benefit  of  North.  Shortly 
thereafter,  Hakim  produced  the  "B.  Button" 
fiduciary  agreement  which  showed  that 
$200,000  was  being  held  by  Zucker  for  B. 
Button.  And  after  being  shown  the  reference 
to  "Mrs.  Bellybutton,"  Hakim  admitted  that 
it  was  the  code  name  for  Mrs.  North.  (But- 
ton was  short  for  North's  codename — Bel- 
lybutton.) 

Hakim  testified  that  he  had  proposed  to 
Secord  that  a  $500,000  death  benefit  be  set 
up  in  connection  with  North's  trip  to  Teh- 
ran in  May  1986,  but  that  Secord  had  re- 
jected the  proposal  telling  Hakim  that  he 
did  not  "understand  a  soldier's  life."  Hakim 
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then  proposed  $200,000,  and  Secord  ac- 
quiesced. Hakim  said  that  his  motive  was 
humanitarian:  he  had  become  extremely 
fond  of  North  (whom  he  had  met  only 
once)  and  wanted  to  relieve  North's  anxie- 
ties about  his  family.  He  asserted  he  never 
told  North  about  the  Button  Fund,  but  did 
say  if  North  did  not  return  from  Tehran 
"as  long  as  one  of  us  is  alive  you  need  not 
worry  about  your  family." 

The  death  benefit  for  North  had  not 
emerged  in  Secord's  prior  interviews  and 
public  testimony.  When  asked  about 
Hakim's  testimony,  Secord  acknowledged 
that  Hakim  told  him  of  the  need  for  "insur- 
ance coverage"  for  North.  Secord  claimed 
that  he  told  Hakim  that  they  "couldn't  set  up 
an  insurance  coverage  for  Ollie  North,"  but 
that  North  could  be  covered  by  the  $200,000 
death  benefit  fund  which  had  been  set  up  in 
November  1985  for  the  pilots  involved  in  the 
resupply  operation.  He  recalled  opposing  the 
notion  of  a  $500,000  fund. 

North  offered  a  third  version.  He  testified 
that  in  early  March,  just  after  he  met  Hakim, 
Hakim  told  him,  "If  you  don't  come  back,  I 
will  do  something  for  your  family." 

The  matter  did  not  end  with  the  creation 
of  the  Button  Fund.  Hakim  also  testified  that 
he  sought  a  way  to  give  money  to  Mrs.  North 
for  the  education  of  the  North  children,  after 
he  learned  from  Secord  that  North  was  wor- 
ried about  college  costs.  Hakim  testified  that 
he  decided  to  offer  Mrs.  North  $15,000, 
representing  the  annual  interest  on  the 
$200,000  Button  account,  and  that  he  asked 
Zucker  to  try  to  pass  money  to  Mrs.  North 
in  a  "legal,  proper  way."  According  to 
Hakim,  Zucker  telephoned  Mrs.  North  di- 
rectly, and  told  her  that  he  was  representing 
an  anonymous  admirer  of  her  husband  who 
wanted  to  help  her  family  financially  and 


that    he    wished    to    meet    with    her    in 
Philadelphia. 

Secord  gave  a  different  version.  He  testi- 
fied that  Hakim  never  said  anything  to  him 
about  giving  money  to  Mrs.  North,  but  had 
mentioned  only  that  Zucker  was  a  "wizard" 
at  making  money  for  other  people,  and  that 
he  might  be  able  to  advise  Mrs.  North  on 
investments.  Secord  stated  that  he  told 
Hakim  that  the  Norths  did  not  have  any 
money  to  invest,  and  that  you  could  not 
make  "chicken  soup  out  of  chicken  feath- 
ers." Although  Secord  considered  it  a  "bad 
idea,"  Hakim  insisted  that  he  ask  North.  Se- 
cord called  North  at  least  twice  about  the 
matter.  In  particular,  Hakim  spoke  to  Secord 
about  the  "requirement"  to  put  a  North 
child  in  college.  As  a  result,  Secord  testified, 
Mrs.  North  met  with  Zucker  when  he  came 
to  Philadelphia  in  the  spring.  North  testified 
that  he  sent  his  wife  to  Philadelphia  for  the 
meeting  with  Zucker,  but  that 

[t]he  purpose,  as  I  understood  it,  of  that  meet- 
ing was  that  my  wife  would  be  in  touch  with 
the  person  who  would,  if  I  didn't  return,  do 
something  for  my  family. 

Hakim  testified  that  Zucker  came  up  with 
the  idea  of  having  a  client  of  his,  a  real  estate 
developer,  employ  Mrs.  North.  Hakim 
stated  that  he  told  Zucker,  "if  the  guy  do- 
esn't have  an  opening,  cannot  pay  for  it,  we 
will  pay  for  it.  In  other  words  we  [would 
have]  paid  the  guy  to  pay  her  so  she  would 
work."  In  September,  Zucker  called  a  Wash- 
ington lawyer,  David  Lewis.  Lewis  testified 
that  he  visited  Zucker  in  Geneva  on  October 
10,  1986.  Zucker  asked  Lewis  if  he  had  a 
client  who  could  pass  money  to  the  wife  of  a 
White  House  official  disguised  as  compensa- 
tion for  her  services  in  a  real  estate  transac- 
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tion.  The  money,  Zucker  explained,  was  due 
her  husband.  The  husband's  name,  to  the 
best  of  Lewis'  recollection,  was  Lt.  Col. 
North.  Zucker  said  that  Lewis'  client  would 
be  reimbursed  through  a  Swiss  account,  or 
any  other  account  in  the  world.  Lewis  de- 
murred. He  reported  this  attempt  to  the 
Committees  and  the  Independent  Counsel  in 
February  1987  after  he  realized  the  signifi- 
cance of  the  conversation.  Secord  testified 
that  he  knew  nothing  about  this  effort. 

No  money,  so  far  as  the  Committees  can 
determine,  was  ever  passed  to  the  Norths  by 
Zucker  or  Hakim.  $15,000  was  transferred, 
however,  to  STTGI  on  May  5,  1986.  The 
transmittal  instructions  contained  the  nota- 
tion, in  Zucker's  writing,  "Mrs.  Bellybut- 
ton." 

There  is  no  evidence  that  North  knew  of 
the  effort  to  pass  money  to  his  family 
through  Lewis.  Hakim  stated,  "I  put  a  wheel 
into  motion  and  then  if  North's  family 
wanted  to  open  the  door  .  .  .  they  could.  If 
they  wanted  to  close  the  door  .  .  .  they  also 
could  do  that." 


The  Surplus 

The  $12.2  million  in  Enterprise  surplus  was 
distributed  in  a  number  of  ways.  (See  Figure 
22-5,  Breakdown  of  $12.2  million  surplus). 
The  CSF  ledgers  indicate  that  Secord, 
Hakim,  and  Clines  took  part  of  the  surplus 
as  commissions  on  arms  sales  to  the  Contras. 
But  Secord  and  Hakim  did  not  stop  with  the 
self-determined  commissions.  The  ledgers 
also  indicate  that  they  took  part  of  the  $12.2 
million  as  seed  money  for  risky  personal 
business  ventures,  for  personal  expenditures, 
and  for  the  Button  fund.  Finally,  Secord  and 
Hakim  transferred  part  of  the  surplus  to  CSF 


to  be  held  as  Reserves  for  future  projects  by 
Hakim,  Secord,  and  North. 


The  Commissions 

Approximately  $4.4  million  of  the  Enter- 
prise profits  went  to  Secord,  Hakim,  and 
Clines  as  commissions  on  arms  sales  to  the 
Contras  and  the  CIA — even  though  North 
testified  that  he  did  not  intend  to  make  any- 
one a  rich  man  from  the  sales.  Apparently, 
Secord  and  Hakim  never  negotiated  with 
Calero  or  anyone  else  for  these  commissions; 
they  simply  took  what  they  wanted  out  of  the 
general  pool  of  money  in  the  Enterprise  ac- 
counts. Hakim  described  the  basic  arrange- 
ment in  his  testimony  as  follows: 

Q:  Your  gross  income  comes  from  third  par- 
ties, contributions  from  third  countries,  pri- 
vate contributions,  profits  on  the  sale  of  arms 
to  Iran. 

So  really  as  far  as  the  profit  that  you  take  or 
the  leftover  in  the  enterprise  you  really  nego- 
tiate with  yourself  as  to  the  amount  of  prof- 
its, do  you  not? 

A:  That  is  correct. 

Q:  And  that  makes  it  very  flexible  for  you  as 
to  whether  or  not  you  want  to  claim  75  per- 
cent or  50  percent  or  30  percent,  isn't  that 
basically  the  situation? 

A:  You  are  correct,  sir.  .  .  . 

Q:  You  simply  negotiate  with  yourself? 

A:  Yes. 

As  noted,  Secord  described  each  arms 
shipment  as  a  separate  phase,  Phases  I-VII. 
The  final  shipment  for  the  Contras,  pur- 
chased in  August  of  1986,  never  made  it  to 
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Figure  22-5. 

Breakdown  of  $12.19  Million  Surplus 

(in  millions) 


Button 

Fund 

0.2 


Source:  Compagnie  de  Services  Fiduciaires  ledgers. 
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the  Contras  and  thus  Secord  did  not  describe 
it  as  a  "Phase";  here,  it  is  referred  to  as  the 
Stranded  Shipment. 

The  CSF  ledgers  indicate  that  on  Phases  I 
through  IV,  Secord  and  Hakim  allocated 
themselves  and  Clines  a  total  of  approxi- 
mately $2.7  million,  equal  to  31.6  percent  of 
the  cost  of  the  arms  alone  and  28.7  percent 
of  the  cost  of  arms  including  delivery. 

Table  22-4  shows  the  mark-up  on  arms 
shipments  to  the  Contras. 

Hakim  arranged  for  several  commissions 
and  profit  distributions  to  be  made  through 
an  off-the-chart  company,  Defex  SA,  which 
did  not  appear  on  the  CSF  chart  in  North's 
safe.  The  choice  of  name  was  not  random. 
Defex  (Portugal)  was  a  major  arms  dealer 
from  whom  the  Enterprise  bought  weapons. 
Defex  SA  was  owned  by  the  Enterprise  and, 
according  to  Hakim  and  Secord,  had  no  con- 
nection with  Defex  (Portugal).  Hakim  testi- 
fied that  when  he  transferred  funds  to  Defex 


SA,  "people"  would  think  that  the  funds 
were  being  used  to  purchase  arms  from 
Defex  (Portugal).  Secord  testified  that  Defex 
SA  was  a  "cover  mechanism"  set  up  by 
Hakim  to  disguise  the  source  of  money  paid 
to  arms  dealers. 

Hakim  could  not  remember  exactly  whom 
he  was  trying  to  confuse — maybe  Eastern 
bloc  arms  dealers,  he  suggested.  The  ledgers 
indicated  that  one  of  the  main  uses  of  Defex 
SA  was  for  distributing  profits.  Often,  com- 
missions were  moved  into  the  Defex  SA  ac- 
count, creating  wire  records  and  ledger 
entries  that  looked  like  payments  to  Defex. 
Then  the  profits  were  wired  out  of  Defex  SA 
to  members  of  the  Enterprise. 

The  final  commission  distribution  was  for 
the  "stranded  shipment."  In  August  1986, 
the  restrictions  of  the  Boland  Amendment 
were  about  to  be  lifted  and  the  CIA  was  to 
resume  its  role  as  arms  supplier  to  the  Con- 
tras. Hakim  and  Clines  decided  that  they 


Table  22-4. — Mark-up  on  Arms  Purchased  for  Contras  According  to  CSF  Ledgers 


Phase 


Cost  of 

Related 

Total 

Cost  of  arms 

transpor- 

delivery 

Total  costs 

commissions 

tation 

costs1 

per  ledger 

Commis-  Commis- 
sions as  a  sions  as  a 
percent  of  percent  of 
total  cost  arms  cost 


I-III2 $6,491,159      $566,385        $98,100  $7,155,644  $2,446,493  34.19  37.69 

IV 2,044,258        118,500         73,220  2,235,978  252,000  11.27  12.31 

Total  Phases  I-IV 8,535,417        684,885        171,320  9,391,622  2,698,493  28.73  31.62 

V 222,003        121,000          10,000  353,003  345,000  97.73  155.40 

VI 229,279        120,000         66,780  416,059  229,303  55.11  100.01 

VII 413,158                  0        142,127  555,285  301,168  54.24  72.89 

Stranded  shipment 2,227,001 0 0  2,227,001  861,327  38.68  38.68 

Post  phase  IV 3,091,441        241,000        218,907  3,551,348  1,736,798  48.91  56.18 

Grand  total 11,626,858        925,885        390,227  12,942,970  4,435,291  34.27  38.15 

1  Related  Transportation  Costs  includes  'bonuses'  paid  to  Quintero,  for  assistance  on  arms  deliveries  and  other  miscellaneous  expenses. 
SC4103.  Secord   Test.  5/5/87  at  54. 

2  The   commissions    paid    on    phases    I-III     were    in    lump   sums    for   all    three  phases    and    cannot    be    accurately    allocated    to   the 
individual    phases. 

Source:  CSF  Ledgers,  bank  documents,  and  information  provided  by  Secord  and  Hakim. 
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should  have  one  last  distribution.  They  made 
it  a  large  one.  The  purchase  price  of  the 
weapons  was  about  $2.2  million.  The  weap- 
ons were  purchased,  but  delivery  to  the  Con- 
tras  was  never  completed.  Hence,  the 
weapons  were  known  as  the  "stranded  ship- 
ment" and  were  ultimately  sold  for  a  $1  mil- 
lion loss  to  an  intermediary  who  later  sold 
the  weapons  to  the  CIA. 

But  the  loss  was  not  limited  to  $1  mil- 
lion. Hakim  testified  that  he  and  Clines  pro- 
posed that  the  group  reward  itself  for  their 
work  with  a  fee  of  $861,327,  which  is  equal 
to  39  percent  of  the  cost  of  the  weapons. 
According  to  Hakim,  Secord  approved  the 
commission  and  the  division  of  profits 
among  the  group.  The  profits  were  split  on 
a  30/30/30/10  basis:  $258,398  each  to 
Hakim,  Korel  Assets,  and  Clines,  and 
$86,133  to  Scitech. 


Other  Profit  Distributions 

In  addition  to  commissions,  the  partners 
took  more  than  $2.1  million  in  profit  distri- 
butions from  the  Enterprise  accounts.  Ap- 
parently, $420,000  of  this  money  was  used  by 
Secord,  Hakim,  and  Clines  for  personal  and 
other  purposes.  The  balance,  approximately 
$1.7  million,  was  invested  in  a  variety  of 
business  ventures. 

While  most  of  these  business  ventures  had 
no  connection  to  the  Enterprise,  one  venture 
involved  proposed  sales  of  military  equip- 
ment to  the  Contras  and  another  contem- 
plated sales  of  military  equipment  to  the 
Iranians.  Zucker  played  an  active  role  in  the 
ventures  as  an  adviser.  In  at  least  one  case, 
he  was  also  a  potential  partner. 


The  Reserves 

The  Enterprise  transferred  $4.2  million  to 
CSF  to  be  held  in  three  fiduciary  accounts 
referred  to  as  the  "Reserves."  A  large  part  of 
the  Reserve  monies  appear  to  have  come 
from  the  proceeds  of  the  Iranian  arms  sales. 

According  to  the  CSF  fiduciary  agree- 
ments, Hakim  was  the  owner  of  the  Re- 
serves; Secord  testified,  however,  that  the 
Enterprise  was  the  beneficial  owner  of  the 
Reserves  and  Hakim  acknowledged  that  the 
Reserves  were  treated  as  the  Enterprise's 
money.  Table  22-6,  Distributions  to  Re- 
serves, shows  the  amount  of  each  Reserve, 
the  operational  company  from  which  the 
monies  were  taken,  and  the  date  each  Re- 
serve was  established. 

Hakim  testified  that  Reserve  2,  containing 
$2,000,000,  was  to  be  used  to  pay  money  to 
persons  associated  with  the  Second  Channel. 
According  to  Hakim,  if  the  Second  Channel 
initiative  was  successful,  the  money  was  to  be 
invested  for  those  persons  in  the  joint 
Iranian-U.S.  venture  which  was  being 
planned;  if  the  Second  Channel  was  unsuc- 
cessful, it  would  be  used  as  baksheesh.  Re- 
serve 1,  containing  an  additional  $2,000,000, 
was  to  be  used  for  any  purpose,  including 
"operational  purposes." 

The  CSF  fiduciary  agreement  governing 
Reserve  1 — the  one  for  covert  operations — 
provided  that  should  Hakim  die,  Secord 
would  have  direct  control  over  it  and  should 


Table  22-6. — Distributions  to  Reserves214 


Reserve 


Date 


Amount 


Source 


Reserve  1      3/05/86 $2,000,000     Gulf  Marketing 

Reserve  2      6/18/86 2,000,000     Hyde  Park 

Reserve  3      6/18/86 200,000     Hyde  Park 

214  Based  upon  CSF  Ledgers. 
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Secord  die,  North  would  have  direct  control. 
Should  North  die,  the  remaining  portion  of 
the  Reserve  would  be  divided  equally  among 
the  estates  of  all  three  men.  The  instructions 
to  CSF  were  irrevocable  without  the  consent 
of  all  the  beneficiaries.  Hakim  said  that  in 
setting  up  Reserve  1,  he  simply  followed  the 
structure  of  the  Enterprise  from  top  to  bot- 
tom as  he  understood  it — with  North  on  the 
top. 

North  testified  that  he  specifically  re- 
quested that  some  Reserve  funds  be  put  aside 
for  a  number  of  special  activities.  Those  ac- 
tivities included  recovering  military  equip- 
ment, setting  up  a  propaganda  operation  in 
foreign  countries,  and  influencing  domestic 
politics  in  foreign  countries. 

Secord  and  North  testified  briefly  about 
the  origin  of  the  Hakim  "wills" — the  provi- 
sions for  continuing  control  over  the  Re- 
serves in  the  event  of  Hakim's  death.  Secord 
told  the  Committees  that  he  knew  Hakim 
had  made  arrangements  to  cover  a  catastro- 
phe but  professed  ignorance  of  the  details. 
North  claimed  to  have  been  totally  in  the 
dark  as  to  the  arrangements.  He  noted,  how- 
ever, that  at  one  point  he  asked  Secord  what 
would  happen  to  the  money  if  "both  you 
guys  go  down  on  some  airplane  flight."  Ac- 
cording to  North,  Secord  responded,  "Don't 
worry,  arrangements  will  be  made  so  that 
these  operations  can  continue."  Hakim 
claimed  that  he  told  North  that  if  he,  Hakim, 
died,  North  would  be  in  total  control. 

Neither  Secord  nor  Hakim  had  a  clear  rec- 
ollection of  the  purpose  of  Reserve  3  contain- 
ing $200,000.  Hakim  suggested  that  it  might 
have  been  set  up  to  cover  "death  benefits"  for 
those  working  on  the  resupply  operation,  or 
as  a  set  aside  for  a  Secord-Hakim  business 
venture.  Secord  remembered  setting  aside 
$200,000  for  death   benefits.   He  insisted, 


however,  that  there  was  only  one  such  fund 
and  it  was  converted  into  the  Button  fund. 
The  purpose  of  Reserve  3  remains  a  mystery. 


SECTION  6:  WHERE  IS  THE  MONEY 
NOW 

The  Enterprise  generated  a  surplus  of  $12.2 
million.  Some  of  this  surplus  went  directly  to 
Secord,  Clines,  and  Hakim.  Substantial 
funds,  $7.8  million,  however,  remained 
under  management  in  Switzerland  when  the 
Enterprise  ceased  its  operations.  This  money 
was  apparently  frozen  by  Swiss  authorities  at 
the  request  of  the  Justice  Department. 

Of  the  $7.8  million,  approximately  $2  mil- 
lion is  held  in  CSF  fiduciary  accounts  for  the 
benefit  of  Hakim,  Korel  Assets  and  Scitech. 
Approximately  $200,000  remains  in  the  But- 
ton account  and  another  $4.2  million  is  held 
as  reserves  for  the  Enterprise  by  CSF.  The 
balance,  $1.2  million,  is  in  the  Enterprise's 
Swiss  bank  accounts,  unallocated  for  any 
purpose.  Table  22-7  shows  the  location  of  the 
$7.8  million. 

The  participants  have  different  ideas  of 
what  should  happen  to  the  money.  Secord 
testified  that  the  money  belongs  to  the  Enter- 
prise and  that  is  up  to  Hakim,  as  the  owner 
of  the  Enterprise,  to  decide  what  to  do  with 
it.  He  would  recommend  to  Hakim  that  the 
money,  after  expenses,  be  donated  to  the 
William  Casey  Fund  for  the  support  of  the 
Contras. 

Likewise,  North  testified  that  he  would 
send  "that  money,  every  nickel  of  it,  to  the 
Nicaraguan  Resistance,  which  was  indeed 
the  original  purpose  of  setting  up  all  those 
non-U. S.  government  entities." 

Hakim  said  that  he  was  entitled  to,  and 
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Table  22-7. — Individuals  and  Entities  that  Control  Unspent  Enterprise  Funds 


Description 


Transferred 

from 
Enterprise 


Investment 
Income 


Withdrawals 


Balance 
12-31-86 


Total 


Cash  in  Enterprise  Companies $1,227,173  $1,227,173 

Reserves  Held  by  CSF: 

Reserve  1 $2,000,000            144,398            15.2461  2,129,152  

Reserve  2 2,000,000             75,583           23,673'  2,051,909  

Reserve  3 200,000               7,915            50.7692  157,146  4,338,207 


CSF  Fiduciary  Funds: 

Hakim 1,613,649 

Button 200,000 

Korel 1,434,121 

SciTech 458,424 


301.7433 

1.655.7994 

259,593 

14,330 

2,339  ' 

211,991 

218,192 

105.2785 

1,547,035 

34,535 

302.8226 

190,137 

2,208,756 


Total7 7,774,136 

1  CSF  management  fees 

2  CSF  management  fees  and  a  transfer  to  Sharp,  Green,  and  Lankford 

3  Generally,  all  funds  transferred  to  CSF  came  from  Enterprise    accounts    One   notable  exception   was  $258,300  transferred  by  Hakim  from  his  California 
bank    account    on    May    29,    1986,    to    his    CSF    fiduciary    account    to    repay    a    CSF    loan.    These    funds    are    included    in    Hakim's    income    amount. 

4  Traced,  for  the  most  part,  to  Hakim's  U.S.  bank  accounts  and  Hakim  projects. 

5  Traced  to  Secord's  bank  account  and  payments  made  for  Secord's  bills. 
•  Traced,  for  the  most  part,  to  Secord/Hakim  business  ventures 

'CSF  records  indicate  that,  as  of  12-31-86,  all  of  the  money  was  held  for  CSF  by  Merrill,  Lynch,  Pierce,  Fenner,  and  Smith,  Inc    (Geneva  office). 
Source   CSF  Ledgers.  H6363A 


promised  a  substantial  interest  in,  the  Enter- 
prise funds.  Hakim  recognized  that  North's 
view  of  who  owned  the  funds  differed  from 
his  but  realized  he  would  benefit  either 
way — either  he  would  profit  from  opening 
the  trade  door  to  Iran,  or  he  would  fight 
North  for  a  share  of  the  money.  Hakim  de- 
clared that  if  the  United  States  had  tried  to 
end  the  Iran  initiative,  "I  guarantee  you  that 
I  would  have  put  up  a  big  fight  to  get  as  much 
as  I  could  from  that  money  before  letting  it 
go."  Hakim  also  testified  that  "obligations" 
were  still  outstanding  to  the  Iranians  who 
helped  open  the  Second  Channel. 


SECTION  7:  BRUNEI  CONTRIBUTION 

If  not  for  a  typographical  error,  the  Enter- 
prise would  have  received  an  additional  $10 
million  generated  by  U.S.  Government  ef- 


forts: the  misdirected  contribution  from  the 
Sultan  of  Brunei. 

In  December  1985,  Congress  amended 
Boland  to  provide  explicitly  that  solicitation 
by  the  State  Department  of  humanitarian  aid 
for  the  Contras  from  third  countries  was  not 
precluded.  Solicitation  of  lethal  assistance 
was  not  addressed.  The  National  Security 
Planning  Group  decided  to  pursue  such 
third-country  funding  at  a  meeting  with  the 
President  on  May  16,  1986.  These  funds 
would  bridge  the  gap  until  the  anticipated 
resumption  of  U.S.  aid  in  the  fall. 

The  Administration  estimated  that  the 
earliest  that  aid  could  be  made  available  to 
the  Contras  through  the  normal  appropria- 
tions channels  was  August  or  September 
1986.  In  the  face  of  continued  House  opposi- 
tion and  the  likelihood  of  a  filibuster  in  the 
Senate,  Secretary  Shultz  advocated  seeking 
aid  from  third  countries  as  the  course  of  least 
resistance.  He  believed  that  it  was  highly  im- 
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probable  that  Congress  would  support  a  re- 
programming  of  some  money  from  the  De- 
partment of  Defense  for  non-military  aid  to 
the  Contras  and  he  argued  that  it  would  be 
desirable  to  approach  other  countries.  Secre- 
tary Shultz  was  asked  to  draw  up  a  list  of 
possible  donors. 

In  discussions  at  the  State  Department  fol- 
lowing the  National  Security  Planning 
Group  meeting,  Secretary  Shultz  ruled  out 
any  countries  receiving  U.S.  aid  or  whose 
political  relationship  with  the  United  States 
was  otherwise  delicate.  The  Secretary's  crite- 
ria eliminated  all  the  obvious  candidates,  in- 
cluding nations  in  the  Middle  East.  In  early 
June,  Assistant  Secretary  Elliott  Abrams 
recommended  the  Sultanate  of  Brunei — a 
tiny,  oil-rich  nation  on  the  northwest  coast 
of  Borneo — and  the  Department  agreed. 
Abrams  described  how  the  selection  was 
made: 


Take  a  list  of  countries  in  the  world  and  ex- 
clude those  with  insufficient  resources  to  make 
a  humanitarian  contribution.  Exclude  further 
those  which  are  right-wing  dictatorships,  or 
which  are,  if  you  will,  on  the  other  side,  allied 
with  the  Soviet  Union.  Then  exclude  those 
.  .  .  over  which  we  can  be  said  to  have  some 
leverage.  You  are  left  essentially  with  oil  pro- 
ducers. Then  look  for  non-Arab — since  I  had 
been  to  Ambassador  Murphy  already,  non- 
Middle  East  non-Arab  oil  producers. 
Venezuela,  I  thought,  would  not  do  this.  You 
are  down  to  Brunei. 


Since  Secretary  Shultz  planned  to  travel  to 
Asia  in  June  1986,  Abrams  was  tasked  with 
getting  an  appropriate  account  number  in 
the  event  of  a  successful  solicitation  of  Bru- 
nei for  a  contribution  to  the  Contras. 
Abrams  approached  North,  who,  with  Poin- 


dexter's  concurrence,  gave  Abrams  the  num- 
ber of  the  Enterprise's  Lake  Resources 
account  in  Switzerland.  Abrams  was  not  told 
that  this  was  an  account  controlled  by 
North,  Hakim,  and  Secord  for  disbursing  le- 
thal (not  humanitarian)  aid  to  the  Contras. 

But  either  North  or  his  secretary  made  a 
mistake.  In  writing  down  the  account  num- 
ber or  in  typing  it,  North  or  his  secretary 
apparently  inverted  the  first  two  digits,  so 
that  the  correct  account  number  at  Credit 
Suisse,  556-430-22-1,  became  565-430-22-1. 
North  gave  Abrams  a  typed  card  containing 
the  erroneous  number  and  Abrams  gave  it  to 
the  Secretary  of  State.  The  Secretary  of  State 
was  informed  by  Abrams  that  the  account 
belonged  to  the  Contras;  Abrams  said  he  had 
received  that  information  from  North. 

Abrams,  carrying  North's  account  num- 
ber and  using  the  cover  name  "Mr.  Kenil- 
worth,"  met  with  an  official  of  Brunei  in 
London  on  August  9,  1986,  and  successfully 
solicited  a  $10  million  contribution  for  hu- 
manitarian aid.  Abrams  gave  the  Bruneian 
official  the  Swiss  account  number  from 
North. 

On  September  15,  Brunei  confirmed  to  the 
State  Department  that  "arrangements  have 
been  consummated."  But  North  advised 
Abrams  three  days  later  that  no  funds  had 
been  received.  The  State  Department  went 
back  to  Brunei  and  was  told  that  transferring 
the  funds  would  require  the  U.S.  to  "wait  for 
a  short  while  before  the  transaction  is  comp- 
leted." 

By  November,  the  funds  still  had  not  ar- 
rived in  the  Lake  Resources  account.  This 
remained  true  as  of  November  25,  when  the 
Attorney  General  announced  discovery  of 
the  diversion.  On  December  1,  Secretary 
Shultz  instructed  Charles  Hill  to  brief  the 
State  Department's  Legal  Adviser,  Abraham 
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Sofaer,  on  the  circumstances  surrounding 
the  solicitation.  According  to  Sofaer,  this 
was  the  first  time  he  learned  about  the  Brunei 
contribution. 

When  he  was  informed  of  the  Brunei  con- 
tribution, Sofaer  directed  the  U.S.  Ambassa- 
dor to  advise  the  Brunei  Government  that  if 
the  funds  were  still  under  its  control,  they 
should  be  frozen.  But  on  December  4,  1986, 
Brunei  informed  the  State  Department  that 
it  had  sent  the  funds  to  the  designated  ac- 
count in  August  and  could  not  withdraw  the 
transfer.  Sofaer  testified  that  on  December  4, 
he  received  the  approval  of  officials  at  the 
Justice  Department  and  the  White  House  to 
approach  the  Swiss  Ambassador  in  Washing- 
ton with  a  request  that  all  accounts  related  to 
Lake  Resources  and  Oliver  North  be  frozen. 
Simultaneously,  he  ordered  a  cable  sent  to 
the  U.S.  Ambassador  in  Switzerland  in- 
structing that  the  same  request  be  made.  The 
request  became  effective  the  following  morn- 
ing. The  problem,  however,  was  that  nobody 
in  Washington — not  even  Oliver  North — 
knew  where  the  Brunei  funds  had  gone.  A 
diplomatic  coup  had  become  a  diplomatic 
fiasco.  The  fiasco  continued  into  1987. 

With  the  assistance  of  Swiss  authorities 


aided  by  the  State  Department,  the  Commit- 
tees determined  that  the  Brunei  funds  had 
ended  up  in  the  Credit  Suisse  account  of  a 
person  described  by  the  Swiss  as  a  wealthy 
Swiss  businessman  involved  in  the  shipping 
business  who  alleged  that  the  $10  million 
flowed  into  his  account  in  connection  with  a 
shipping  transaction.  The  account-holder 
had  withdrawn  the  $10  million  transfer 
shortly  after  it  arrived  at  Credit  Suisse  and 
placed  it  in  a  certificate  of  deposit  at  another 
Swiss  bank  in  Geneva,  where  it  had  been 
collecting  interest. 

In  May  1987,  the  matter  was  placed  in  the 
hands  of  a  Swiss  Magistrate,  who,  with  the 
Committees'  encouragement,  froze  the  cer- 
tificate of  deposit.  The  Government  of  Bru- 
nei was  notified  by  the  State  Department  and 
asserted  its  claim.  The  Committees  under- 
stand that,  as  of  this  writing,  the  $10  million 
has  been  returned  to  Brunei,  but  the  interest 
remains  frozen. 

Swiss  authorities  have  declined  to  reveal 
the  identity  of  the  individual  who  received 
the  funds.  The  Committees  were  assured  by 
the  Swiss  Magistrate,  however,  that  the  in- 
dividual is  neither  a  principal  in  the  investi- 
gation, nor  related  to  any  of  the  principals. 
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CHAPTER  23 


Other  Privately  Funded 
Covert  Operations 


Under  the  plan  that  Lt.  Col.  Oliver  L. 
North  attributed  to  Director  of  Central  In- 
telligence William  Casey,  profits  from  the 
Iran  arms  sales  were  to  fund  not  just  the 
Contras,  but  other  covert  operations  of  the 
Enterprise  as  well.  Before  the  Iran  arms 
sales  became  public,  Lt.  Col.  Oliver  L. 
North  had  begun  implementing  certain  pro- 
jects he  and  Casey  believed  the  Enterprise 
could  perform. 

"We  always  assumed,"  North  said  later 
"that  there  would  come  a  time  again,  as  in- 
deed it  did,  where  the  Congress  would  make 
available  the  moneys  necessary  to  support 
the  Nicaraguan  freedom  fighters."  When 
that  happened,  the  Enterprise,  functioning 
free  of  government  scrutiny  and  with  ample 
funds,  could  carry  out  other  covert  projects; 
many  were  intended  "to  be  conducted  jointly 
[with]  .  .  .  other  friendly  intelligence  ser- 
vices" while  others  would  be  limited  to  ac- 
tivities conducted  by  North,  Secord  and 
Hakim. 

Even  before  the  Enterprise  was  formed, 
however,  North  was  operating  with  non-ap- 
propriated funds  on  another  project  that  the 
Government  could  not  do  because  it  was 


contrary  to  United  States  policy — the  ran- 
som of  the  hostages. 


THE  DEA  RANSOM  OPERATION 

Before  the  Iran  initiative  was  conceived,  the 
NSC  staff  was  working  on  a  plan  to  ransom 
the  hostages.  Confronted  with  the  policy  of 
the  U.S.  Government  of  not  paying  for  the 
hostages  release,  North  found  a  loophole  by 
using  private  funds. 

Edward  V.  Hickey,  Jr.,  an  Assistant  to  the 
President,  attended  a  meeting  of  the  Terror- 
ist Incident  Working  Group  (TIWG)  in  Jan- 
uary 1985.  Hickey  noted  that  the  area  in 
Lebanon,  where  the  hostages  were  held,  was 
a  known  area  of  narcotics  trafficking.  Hickey 
had  a  personal  interest  in  the  hostages.  He 
had  known  William  Buckley,  the  CIA  Chief 
of  Station  in  Beirut  who  had  been  kidnapped 
on  March  16,  1984. 

Hickey  asked  his  long-time  friend,  a  DEA 
Special  Agent  (Agent  1),  if  DEA  could  help 
to  locate  Buckley  and  the  other  hostages. 
Agent  1  reported  that  another  DEA  Special 
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Agent  (Agent  2)  had  contacts  in  the  Middle 
East  who  might  be  able  to  help.  Shortly  the- 
reafter, Agents  1  and  2  met  with  Hickey  and 
Hickey's  military  aid  General  Matthew 
Caulfield.  Agent  2  told  Hickey  that  he  had 
an  excellent  source  with  impressive  contacts 
in  Lebanon. 

Following  this  meeting,  Hickey  met  with 
Deputy  National  Security  Adviser  John 
Poindexter  and  encouraged  him  to  include 
the  DEA  in  the  Hostage  Locating  Task 
Force  (HLTF).  On  February  13,  1985,  Na- 
tional Security  Adviser  McFarlane  notified 
the  Departments  of  State,  Defense,  and  Jus- 
tice and  the  CIA  that  the  Task  Force  would 
report  to  the  TIWG  and  it  would  include  the 
DEA.  The  DEA  was  to  be  represented  on  the 
Task  Force  by  Abraham  Azzam,  an  Arabic 
speaking  agent  of  Lebanese  heritage.  Fund- 
ing for  the  Task  Force  would  come  from  the 
CIA. 

With  the  approval  of  DEA  Administrator 
Mullen,  the  DEA  provided  Agents  1  and  2 
with  $20,000  for  travel,  expenses  and  for 
payments  to  their  sources  for  information  on 
the  hostages.  If  the  DEA's  sources  were  pro- 
ductive, they  were  to  be  turned  over  to  the 
CIA  for  further  operational  handling. 
Agents  1  and  2  were  instructed  to  report  to 
Azzam,  who  in  turn  was  to  report  to  DEA 
Deputy  John  Lawn. 

Agents  1  and  2  were  not  to  be  involved 
operationally  in  securing  the  release  of  the 
hostages;  their  function  was  to  assist  in  ob- 
taining intelligence  information  regarding 
the  location  of  the  hostages.  According  to 
Lawn,  he  gave  these  instructions  because 
Federal  law  provides  that  DEA's  responsi- 
bility is  for  operations  that  concern  drug- 
related  law  enforcement.  (See  Figure  23-1.) 

In  February  1985,  Azzam,  Agent  1,  and 


Agent  2  met  with  Agent  2's  source  in  Geneva 
and  in  New  York.  The  source  claimed  that 
he  had  contacts  who  could  arrange  to  pay  off 
individuals  in  Lebanon  who  had  enough  in- 
fluence over  the  captors  to  arrange  for  the 
release  or  escape  of  the  hostages.  He  added 
that  $50,000  was  needed  to  begin  operations, 
and  that  the  hostages  could  be  released  if  the 
United  States  sold  weapons,  tanks,  airplanes, 
and  other  military  equipment  to  those  con- 
trolling the  holders  of  the  hostages.  Oliver 
North,  the  NSC  staff  member  responsible  for 
terrorism  issues,  later  told  the  agents  the 
United  States  could  not  sell  weapons. 

Under  the  Task  Force  authorization,  the 
CIA  was  to  pay  for  hostage  information.  But 
the  CIA  was  reluctant  to  do  so  without  proof 
that  Agent  2's  source  was  legitimate  and 
would  produce  valuable  information.  Agent 
1,  Agent  2,  Hickey,  and  Caulfield  then  met 
with  Poindexter  to  explain  their  need  for 
funds.  Poindexter  told  them  he  would  look 
into  the  matter. 

In  early  March  1985,  Hickey  arranged  a 
meeting  among  North,  Agent  1,  Agent  2, 
Azzam,  and  Caulfield.  At  the  meeting,  the 
agents  explained  their  efforts  to  North  and 
informed  him  that  the  CIA  was  reluctant  to 
provide  the  money.  In  a  follow-up  phone  call 
to  North  on  March  12,  1985,  Caulfield  said 
the  DEA's  efforts  were  "not  very  sophis- 
ticated." He  explained  that  the  plan  now 
called  for  four  hostages  to  be  released  in  ex- 
change for  $1  million  per  hostage,  once  the 
$50,000  was  paid  to  the  source.  North's 
notes  of  the  conversation  reflected  his  own 
reaction:  "fundamental  decision:  Do  we  pay 
ransom?"  North  answered  his  own  question 
with  his  actions:  he  became  the  operational 
leader  of  the  project. 

Soon  thereafter,  the  DEA  agents  arranged 
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for  two  CIA  officers  to  meet  Agent  2's  source 
in  New  York.  The  two  officers  were  suffi- 
ciently convinced  of  the  value  of  the  source 
to  authorize  the  $50,000  expenditure  from 
the  CIA.  Agent  1  received  the  money  on 
March  18  from  a  CIA  officer  and  signed  a 
form  acknowledging  that  he  was  responsible 
to  account  for  it.  Agent  1  paid  the  money  to 
the  source  in  two  installments:  $20,000  on 
March  19,  and  $30,000  on  April  20,  after  the 
source  had  returned  from  a  trip  to  Lebanon. 

On  May  2,  1985,  upon  the  source's  return 
from  another  trip  to  Lebanon,  he  told  the 
agents  that  he  now  needed  to  give  $200,000 
to  his  contact,  who  would  locate  Buckley 
and  obtain  proof  that  he  was  still  alive.  After 
that  payment,  the  source  said,  it  would  take 
an  additional  $1  million  per  hostage  to  se- 
cure their  release. 

Azzam  became  concerned  when  he 
learned  that  the  source's  contact  was  known 
to  the  DEA  as  a  narcotics  trafficker  and  a 
thief. 

Azzam  voiced  his  concerns  to  CIA  offi- 
cials who  agreed  that  the  $200,000  should 
not  be  paid  until  the  source  produced  proof 
that  his  contacts  had  access  to  Buckley.  The 
proof  was  to  consist  of  photographs  of  the 
hostage  with  current  newspapers,  or  similar 
items,  showing  the  date  of  the  proof. 

North  told  Azzam  he  could  get  the  ran- 
som money  of  $1  million  per  hostage.  When 
Azzam  asked  North  where  he  would  get  it, 
North  asked  him  not  to  inquire.  Azzam  sur- 
mised correctly  that  North  was  planning  to 
get  the  money  from  H.  Ross  Perot,  a  Texas 
industrialist.  Azzam  told  this  to  the  CIA  of- 
ficers. The  next  day,  North  called  Azzam  to 
express  his  anger  that  Azzam  had  told  the 
CIA.  Azzam  could  not  understand  North's 
anger.  He  believed  that  the  CIA  was  to  be  a 
full  partner  given  that  DEA  could  not  legally 


have  any  operational  capabilities.  Report- 
edly, Perot  was  upset  that  his  role  had  been 
compromised  and  complained  to  Poindexter 
and  McFarlane. 

In  early  May  1985,  the  source  went  to 
Lebanon  to  obtain  the  required  proof  while 
Agents  1  and  2  waited  in  Cyprus.  The  source 
produced  a  document  that  allegedly  was 
proof  of  access  to  Buckley.  Azzam  directed 
Agent  1  to  bring  the  document  to  him  for 
verification  by  expert  analysts  from  the  CIA 
and  FBI  laboratories.  Despite  these  instruc- 
tions, Agent  1  presented  the  "proof  first  to 
North,  a  signal  in  Azzam's  eyes  that  Agents 
1  and  2  regarded  North  as  their  principal 
supervisor. 

On  May  14,  1985,  Azzam  and  Agent  1 
took  the  document  to  the  CIA.  The  Agency 
found  the  evidence  unacceptable.  The  CIA 
and  FBI  technical  reports  which  were  pro- 
duced two  weeks  later  were  inconclusive. 

Because  the  first  evidence  the  source  pro- 
duced was  at  best  inconclusive  and  at  worst 
fabricated,  the  CIA  developed  a  series  of 
questions  to  the  hostages  only  they  could 
answer.  When  the  source  refused  to  return  to 
Lebanon  and  submit  the  questions,  the  CIA 
and  Azzam  declined  to  authorize  the  $200,- 
000.  According  to  the  CIA's  Deputy  Direc- 
tor for  Operations,  Clair  George,  the  plan 
was  a  "scam,  a  fake"  nothing  more  than 
"hocus  pocus." 


North  Continues  the  Initiative 

Notwithstanding  this  account  of  their 
source,  Agents  1  and  2  urged  North  to  con- 
tinue working  with  them.  On  May  22,  1985, 
according  to  North's  notes,  the  two  Agents 
assured  North  that  their  source  could  pro- 
duce the  hostages  if  given  $200,000  for  pay- 
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ments  to  officials  in  Lebanon  and  $2  million 
for  two  hostages.  The  agents  explained  that 
they  needed  to  change  their  operating  proce- 
dures: they  wanted  to  report  directly  to  the 
NSC  staff  to  get  the  DEA  "off  their  backs." 
They  advised  North  to  contact  DEA  Admin- 
istrator Lawn  or  Attorney  General  Meese 
directly  to  ensure  that  they  could  proceed 
without  interference. 

On  June  7,  1985,  in  a  memo  to  McFarlane, 
North  detailed  the  DEA  operation.  He  wrote 
that,  "at  the  request  of  the  two  DEA  officers 
who  originated  the  contact  in  Lebanon,  I  met 
with  their  asset  [source]  in  Washington 
..."  North  informed  McFarlane  that  the 
$2,200,000  would  be  provided  by  a  "donor," 
but  that  "travel  arrangements  and  opera- 
tional costs  are  currently  being  financed 
from  funds  normally  available  to  the  Nica- 
raguan  resistance."  He  added  that  "our  nor- 
mal point-of-contact  of  these  matters  is  not 
yet  aware." 

Finally,  North  recommended  in  the  mem- 
orandum that  McFarlane  approve  the  plan 
and  ask  the  Attorney  General  to  detail 
Agents  1  and  2  to  the  NSC  for  30  days. 
McFarlane  initialed  the  "approve"  line  at 
the  bottom  of  the  memo.  McFarlane  hand- 
wrote  just  under  the  approve  line,  "North  to 
follow  up  6/10  with  AG." 

McFarlane  testified  that  he  did  not  realize 
the  full  meaning  of  North's  memorandum 
regarding  his  use  of  funds  "normally  availa- 
ble" to  the  Contras.  "To  tell  you  the  truth," 
McFarlane  testified,  "it  is  my  own  oversight. 
...  If  I  had  been  careful  about  reading 
[North's  memorandum]  I  would  have  [un- 
derstood its  true  significance]." 

Around  June  10,  North  prepared  a  memo- 
randum for  Attorney  General  Meese  de- 
scribing how  the  DEA  agents  would  deposit 
the  $200,000  and  open  an  account  for  the 


remaining  $2  million,  which  was  to  be  pro- 
vided by  the  "donor  to  bribe  those  in  control 
of  the  hostages."  North  asked  the  Attorney 
General  to  assign  the  DEA  agents  to  "this 
organization  [NSC  staff]  for  a  period  not  to 
exceed  30  days."  Attorney  General  Meese 
complied  with  North's  request.  That  assign- 
ment would  last  for  over  one  year. 

Once  the  DEA  agents  were  assigned  to 
North,  they  reported  directly  to  him,  except 
for  occasional,  cursory  briefings  to  Lawn. 
They  wrote  no  reports  of  their  activities  and 
made  no  entries  in  the  t>EA  informant  files 
regarding  contacts  with  their  sources.  Fur- 
ther, they  immediately  destroyed  their  notes 
after  orally  reporting  to  North. 

The  agents  embarked  on  the  operation  as 
planned.  In  late  May,  Jay  Coburn,  an  em- 
ployee of  H.  Ross  Perot,  had  delivered  $200,- 
000  in  cash  to  North  and  Agent  1  without 
obtaining  a  receipt.  North  placed  the  money 
in  his  office  safe  and  told  Agent  1  that  a 
nongovernmental  employee  would  have  to 
handle  the  money.  Agent  1  suggested  his 
brother,  who  had  experience  in  security  mat- 
ters. The  plan  called  for  Agent  1  and  his 
brother  to  meet  with  their  source  on  Cyprus 
and  for  the  brother  to  give  him  the  money. 
If  everything  went  well,  they  would  arrange 
for  the  $2  million  to  be  deposited  and  availa- 
ble for  "contacts,"  who  would  arrange  the 
release  and  transportation  of  two  hostages. 

True  to  the  plan,  North  gave  the  brother 
the  $200,000  in  cash  and  $11,000  in  Calero 
traveler's  checks  for  expenses.  Agent  1  and 
his  brother  travelled  to  Cyprus  in  late  June 
of  1985,  where  the  brother  gave  the  source 
the  $200,000  to  take  to  Lebanon. 

Two  unrelated  events  then  intervened:  the 
hijacking  on  June  14,  1985,  of  TWA  flight 
847  by  Lebanese  terrorists,  and  in  early  June 
the  death  of  one  of  the  source's  contacts  in 
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Lebanon.  As  a  result,  the  DEA  source 
claimed  to  be  leery  about  approaching  any- 
one associated  with  the  hostage  holders.  The 
source,  after  a  trip  to  Lebanon,  reported  that 
the  hostages  possibly  could  be  freed  in  ex- 
change for  arms.  The  agents  concluded  that 
this  was  not  feasible.  Ironically,  this  same 
course  was  about  to  be  pursued  by  the 
United  States  in  the  Iran  initiative. 


Late  1985  and  Early  1986:  North 
Presses  On 

In  December  1985,  Charles  Allen  of  the  CIA 
became  Chairman  of  the  Hostage  Location 
Task  Force.  Allen  already  was  involved  in 
the  Iranian  initiative.  North  also  recruited  an 
Army  Major  of  the  Defense  Intelligence 
Agency,  who  had  an  intelligence  background 
in  the  Middle  East.  North  or  Allen  then 
picked  the  Major  to  serve  as  "team  leader  or 
chief  of  staff,  organizer,  et  cetera." 

The  Major  described  Agents  1  and  2  as 
"street  toughs  in  camel  hair  coats,"  who 
were  "street-smart  but  not  very  knowledge- 
able of  other  federal  agencies  .  .  .  outside 
their  own,  nor  knowledgeable  certainly  in 
any  way,  shape  or  form,  about  Middle  East 
or  international  relations  or  politics  or  the 
military."  At  their  first  meeting,  the  DEA 
agents  told  the  Major  and  Allen  that  they  did 
not  want  to  deal  with  the  Operations  Direc- 
torate at  the  CIA;  Allen  told  them  that  the 
Major  would  be  their  CIA  contact. 

On  January  14,  1986,  Agent  1  and  the 
Major  went  to  New  York  to  meet  with  and 
evaluate  a  new  DEA  "source,"  who,  if  ac- 
ceptable, would  be  paid  from  CIA  funds.  On 
January  28,  1986,  the  Major  reported  to 
North  his  reservations  about  the  source  and 
the  whole  operation.  North  said  that  he  liked 


the  DEA  agents  because  they  were  "action 
oriented."  From  that  point  on,  the  Major 
sensed  that  North  was  deliberately  keeping 
him  uninformed.  Allen  testified  that  he  be- 
lieved the  DEA  agents  were  working  only  to 
obtain  intelligence  information  and  were  not 
involved  operationally  in  hostage-release  ac- 
tivities. 

In  January  1986,  the  Major  expressed  to 
Allen  his  concern  regarding  the  propriety  of 
using  money  to  gain  the  hostages'  release. 
Allen  replied  that  North  had  told  him  that 
the  President  had  said  he  would  "go  to  Leav- 
enworth if  necessary"  to  free  the  hostages. 
The  Major  also  recalled  that  in  March  1986, 
while  Allen  and  the  Major  were  generally 
discussing  how  to  finance  efforts  to  free  the 
hostages,  Allen  commented  that,  "Ollie  was 
already  into  his  Contra  money  for  the  hos- 
tages. ..."  The  Major  did  not  pursue  this 
remark. 

In  late  April  1986,  the  Major  submitted  a 
paper  to  North  analyzing  a  range  of  options 
to  gain  the  release  of  the  hostages.  When  the 
Major  met  with  North  to  present  his  paper, 
he  urged  North  to  abandon  any  effort  to  gain 
the  release  of  the  hostages  by  providing  arms 
to  Iran.  Indeed,  his  paper  warned  that  a  fac- 
tion in  Iran  might  leak  such  a  sale  "simply 
to  embarrass  the  present  Administration." 
North  was  noncommittal  and  "made  no 
comment  on  [the  Major's]  noting  that  it  was 
against  official  U.S.  policy  .  .  .  [and]  encour- 
aged terrorism."  In  late  May  1986,  the  Major 
left  the  Task  Force. 


The  DEA  Agents  Become 
Operational  Again 

In  May  1986,  at  the  very  time  that  North  was 
preparing  to  accompany  McFarlane  to  Teh- 
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ran,  he  continued  to  work  with  the  DEA 
agents  to  ransom  the  hostages  for  $  1  million 
each.  When  the  plan  finally  was  executed,  it 
occurred  simultaneously  with  the  McFar- 
lane  mission  to  Tehran. 

According  to  the  new  plan,  certain  Leba- 
nese elements  would  be  paid  $1  million  to 
rescue  each  hostage.  Once  the  hostages  were 
freed,  it  was  decided  they  would  be  taken  by 
the  Enterprise  ship  Erria  to  Cyprus.  While 
the  Enterprise  provided  the  expense  money, 
North  turned  once  again  to  H.  Ross  Perot 
for  funding  of  the  ransom.  In  June  1986,  Jay 
Coburn,  Perot's  aide,  flew  to  Cyprus  in  a 
private  plane.  Coburn  was  to  provide  $2  mil- 
lion upon  the  release  of  the  hostages.  After 
Coburn  arrived,  Clines  appeared  in  Cyprus 
with  the  Erria,  but  the  plan  collapsed:  the 
contacts  demanded  the  money  before  releas- 
ing the  hostages,  but  the  DEA  agents  refused 
to  pay  until  the  hostages  were  freed. 

Soon  after  the  June  1986,  DEA  mission 
failed,  North  told  McFarlane  that  Perot  had 
complained  that  he  lost  his  money  on  the 
operation,  and  that  North  had  failed  to  keep 
him  informed.  North  asked  McFarlane  to 
mollify  Perot.  McFarlane  eventually  saw 
Perot  and  asked  him  "not  to  be  too  hard  on 
Ollie." 

In  August  and  September  1986,  Agent  1 
called  North  about  two  possible  sources  on 
the  hostages.  North  told  Agent  1  he  could 
not  "touch  them"  and  referred  him  to 
Dewey  Clarridge  at  the  CIA.  On  October  14, 
1986,  North  met  with  Lawn.  North  ex- 
pressed his  appreciation  for  the  DEA  agents' 
efforts,  but  acknowledged  that  their  efforts 
had  failed.  With  that,  U.S.  efforts  to  ransom 
the  hostages  ended. 


The  Attorney  General's  Role 

Throughout  the  DEA  operation,  private 
funds  were  used  to  pay  the  expenses  of  the 
agents  and  to  provide  the  ransom  money. 
Yet,  as  discussed  in  Chapter  27,  the  use  of 
nonappropriated  funds  to  finance  Govern- 
ment operations  is  inconsistent  with  the 
provisions  of  the  Constitution  requiring  that 
all  monies  spent  by  the  Government  be  ap- 
propriated by  Congress. 

The  evidence  points  toward  the  conclusion 
that  the  Attorney  General  approved  the  use 
of  private  funds  for  the  ransom/resource  op- 
erations. McFarlane  testified  that  Attorney 
General  Meese  had  advised  that  while  Gov- 
ernment funds  could  not  be  used,  private  mo- 
nies could  be  used  to  bribe  foreign  officials  to 
free  the  hostages.  Agent  2  testified  that  Lawn 
told  him  that  the  Attorney  General  had  per- 
sonally approved  Agent  2's  participation  in 
the  NSC  hostage  effort.  Agent  2  told  the 
Committees  that  Lawn  had  given  him  in- 
structions that  the  DEA  agents  not  handle 
the  private  money  personally.  Agent  1  stated 
that  North  gave  him  the  money-handling  in- 
structions and  attributed  them  to  the  Attor- 
ney General. 

The  Attorney  General  denied  knowing  of 
the  specifics  of  Perot's  involvement  in  the 
plan,  although  his  telephone  logs  reflect 
some  contact  with  Perot  during  1985.  Then, 
on  November  26,  1986,  after  the  diversion 
became  public,  the  Attorney  General  tele- 
phoned Perot.  A  note  taken  by  Meese's  aide 
on  December  3,  1986,  reflects  an  instruction 
by  the  Attorney  General  to  call  Perot  to 
check  on  whether  he  would  respond  that  the 
Attorney  General  knew  of  or  authorized  the 
payments. 

Administrator  Lawn's  testimony  regard- 
ing his  knowledge  of  using  private  money  to 
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ransom  the  hostages  also  contradicted  docu- 
mentary evidence.  Lawn  at  first  testified  that 
he  was  never  told  that  the  money  would  be 
paid  by  a  private  donor.  Lawn  was  then 
shown  a  copy  of  his  handwritten  notes  of  a 
briefing  of  the  plan  by  Agent  2  which  reads, 
in  part:  "donor  money,  not  CIA;"  "facilita- 
tors will  not  handle  funds;"  and  "contact 
with  donor."  Lawn  then  admitted  that  "ob- 
viously I  was  told  that  there  was  donor 
money  and  I  was  obviously  told  that  it  was 
not  CIA  money.  I  don't  recall  hearing  that. 
I  don't  recall  recording  that.  But  this  obvi- 
ously is  my  handwriting."  As  to  the  nota- 
tions that  the  agents  would  not  themselves 
handle  the  private  funds  but  only  facilitate 
the  delivery  of  the  funds,  Lawn  admitted:  "I 
assume  that  I  was  told.  I  am  sorry,  I  just 
don't  recollect  having  been  told." 


Policy  Considerations  Were 
Ignored 


comings  plus  an  additional  one:  it  was  incon- 
sistent with  the  simultaneous  effort  to  gain 
the  release  of  the  hostages  through  the  Iran 
initiative.  It  is  reasonable  to  believe  that  the 
Lebanese  hostage  holders  would  be  less 
likely  to  release  the  hostages  at  the  request  of 
Iran,  at  the  same  time  as  they  were  being 
offered  $1  million  per  hostage  in  the  DEA 
initiative. 

There  was  little  consideration  of  these  fac- 
tors. The  DEA  initiative  was  not  discussed  at 
a  meeting  of  the  NSC;  there  were  no  policy 
papers;  and  no  consultation  with  the  Secre- 
taries of  Defense  and  State.  Secord  summed 
up  the  process  when  he  testified  that  "it  did 
not  occur  to  me  at  the  time  that  these  two 
[efforts]  clashed,"  but  he  acknowledged  that 
"they  could  have  collided."  Some  on  the 
NSC  staff  characterized  the  payments  to  the 
hostages  holders  as  "bribes"  not  ransom,  and 
the  operation  as  a  rescue,  not  a  payoff. 


President  Reagan  repeatedly  has  stated  since 
1981  that  the  United  States  would  not  pay 
ransom  to  terrorists  who  kidnapped  Ameri- 
cans, a  policy  adhered  to  by  Administrations 
of  both  parties  over  the  years.  There  are 
practical  reasons  for  such  a  policy.  Clair 
George,  the  Deputy  Director  for  Operations, 
stated:  "You  don't  trade  for  hostages  .  .  . 
because  now  everybody  is  going  to  sell  them 
for  something."  Former  Deputy  Director  of 
the  CIA,  John  McMahon  stated  that  ransom 
payments  could  become  a  source  of  funds  for 
terrorists.  When  they  "run  out  of  funds,  they 
would  kidnap  the  nearest  U.S.  businessman, 
get  a  ransom  and  then  they'd  fill  their  coffers 
for  a  year.  When  they  needed  more,  they 
would  ransom  another  one." 

The  DEA  operation  had  all  these  short- 


THE  OTHER  OPERATIONS 
Israel 

During  1985  and  1986,  North  planned  several 
projects  involving  the  Israelis,  taking  advantage 
of  the  close  working  relationship  he  had  devel- 
oped with  Nir,  an  adviser  to  Prime  Minister 
Peres.  Later,  though,  North  testified  that  none  of 
the  projects  ever  moved  past  the  planning  stages. 
The  projects  were  not  described. 


The  Lebanese  Operation 

Another  initiative  undertaken  by  North  in- 
volved the  use  of  DEA  and  Israeli  contacts 
to  fund  and  equip  a  force  in  Lebanon.  North 
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described  the  proposed  force  as  part  of  a 
"long  term  operation"  to  give  the  United 
States  some  future  military  leverage  on  the 
ground  in  Lebanon. 

North  sent  Poindexter  a  PROF  note  in 
June  1986  about  Secord's  progress  in  work- 
ing with  a  Lebanese  group  on  a  hostage  res- 
cue operation:  "After  the  CIA  took  so  long 
to  organize  and  then  botched  the  Kilburn 
effort,  Copp  [Secord]  undertook  to  see  what 
could  be  done  through  one  of  the  earlier 
DEA  developed  [Lebanese]  contacts.  Dick 
[Secord]  has  been  working  with  Nir  on  this, 
and  now  has  three  people  in  Beirut  and  a 
40-man  .  .  .  force  working  for  us.  Dick  rates 
the  possibility  of  success  on  this  operation  as 
30%  but  that's  better  than  nothing."  In 
closed  testimony  before  the  Committees, 
North  indicated  that  the  project  was  never 
carried  out  even  though  "we  spent  a  fairly 
significant  amount  of  money  on  .  .  .  [this 
additional]  DEA  operation." 

Peter  Kilburn,  a  60-year-old  librarian  at 
the  American  University  in  Beirut,  was  kid- 
napped on  November  30,  1984.  U.S.  sources 
believed  that,  unlike  the  other  hostages,  Kil- 
burn was  being  held  by  a  criminal  faction  in 
Lebanon.  At  one  point  in  the  fall  of  1985, 
North  had  contemplated  allocating  Enter- 
prise funds  to  support  an  operation  intended 
to  free  him.  The  plan  was  terminated  when 
Kilburn  was  murdered  allegedly  by  agents  of 
Mu'ammar  Qaddafi  shortly  after  the  Ameri- 
can air  raid  on  Libya  in  April  1986. 


Other  Countries 

Other  projects  contemplated  by  North  in- 
volved aiding  anticommunist  resistance 
groups  around  the  world.  North  told  the 
Committees   that   he  and   Director  Casey 


"had  several  discussions  about  making  what 
he  called  off-the-shelf,  self-generating  activi- 
ties that  would  be  able  to  do  a  number  of 
these  things.  He  had  mentioned  specifically 
an  ongoing  operation."  In  addition,  North 
testified,  "I  concluded  within  my  own  mind 
the  fact  that  it  might  require  [other  ongoing] 
operations  [as  well]."  In  testimony  before  the 
Committees,  North  explained  his  motivation 
for  assisting  resistance  groups.  "We  cannot 
be  seen  ...  in  the  world  today  as  walking 
away  and  leaving  failure  in  our  wake.  We 
must  be  able  to  demonstrate,  not  only  in 
Nicaragua,  but .  .  .  elsewhere  where  freedom 
fighters  have  been  told,  we  will  support  you, 
we  must  be  able  to  continue  to  do  so." 

In  April  1986,  North  asked  Secord  and  his 
partner  Albert  Hakim  to  use  $100,000  from 
the  Lake  Resources  Swiss  accounts  to  pur- 
chase conventional  radio  phone  equipment 
for  donation  to  a  political  party  in  a  foreign 
country.  On  April  29,  two  representatives  of 
a  U.S.  manufacturer  met  in  Miami  with  Se- 
cord and  one  of  Secord's  associates,  and  the 
purchasing  agent  for  the  political  party.  At 
the  meeting,  the  purchasing  agent  agreed  to 
buy  $100,000  of  the  radio  equipment,  and 
Secord — upon  North's  request — arranged 
for  the  Enterprise  to  wire  this  amount  to  the 
manufacturer. 


The  Err/a 

Another  of  North's  projects  involved  the  pur- 
chase by  the  Enterprise  of  the  M/V  Erria,  a 
small  coastal  freighter  of  Danish  registry 
used  to  transport  goods  between  Europe  and 
the  Middle  East.  The  Erria,  built  in  1973,  was 
small,  only  163  feet  long,  and  weighed  710 
tons.  Before  its  purchase,  the  Erria  was 
owned  by  its  captain,  Arne  Herup. 
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In  1984  and  1985,  the  Erria  was  used  to 
run  weapons  to  the  Persian  Gulf  and  then  to 
Nigeria  and  Central  America.  Because  of  its 
Danish  registry,  the  Erria,  was  able  to  escape 
the  scrutiny  of  customs  officials.  "When  we 
ended  up  needing  a  ship  to  perform  a  certain 
task,"  recalled  North,  "there  was  nowhere  to 
get  one  on  short  notice,  and  so  this  organiza- 
tion [the  Enterprise]  produced  it  practically 
overnight."  Poindexter  testified  that  Secord 
offered  the  ship  because  the  Department  of 
Defense  could  not  provide  a  ship  suitable  for 
the  covert  operation.  According  to  North, 
Casey  said  "we  can't  find  one  anywhere  else, 
get  a  ship.  It  didn't  cost  the  taxpayers  of  the 
United  States  a  cent."  The  money  came  from 
the  Iran  arms  sales  and  other  Enterprise 
funds. 

The  Erria  first  came  to  the  attention  of  the 
Enterprise  in  April  1985,  when  it  carried 
arms  purchased  through  Secord  to  the  Con- 
tras.  En  route  to  Central  America,  the  Erria 
came  under  surveillance  by  an  unidentified 
"fishing  boat"  which  Captain  Herup  as- 
sumed was  Cuban.  Herup  took  evasive  ac- 
tion and  brought  the  cargo  successfully  to  a 
Central  American  country.  Herup's  actions 
impressed  Secord's  associate,  Thomas 
Clines,  and  when  North  needed  a  ship  in 
April  1986,  for  covert  operations,  Clines  sug- 
gested to  Hakim  that  the  Enterprise  pur- 
chase the  Erria  from  Herup,  and  keep  him  as 
Captain. 

Hakim  bought  the  ship  for  $312,000 
through  Dolmy  Business,  Inc.,  one  of  the 
Panamanian  companies  owned  by  the  Enter- 
prise, on  April  28,  1986.  Herup  was  asked  to 
remain  as  captain  for  at  least  six  months, 
with  Danish  agent  Tom  Parlow  of  SA  Chart- 
ering continuing  as  the  ship's  agent.  Hakim 
and  Clines  told  Herup  that  they  were  work- 
ing for  the  CIA  and  that  at  some  future  date 


they  might  ask  him  to  transport  technical 
equipment  for  covert  operations.  They  pro- 
mised that  when  the  project  was  finished,  the 
ship  would  be  returned  to  Herup  at  no  cost. 


The  Proposed  Charter  to  the  CIA 
for  a  Covert  Operation 

The  first  mission  North  contemplated  for  the 
Erria  was  for  an  extended  covert  operation. 
On  April  28,  1986,  Secord  sent  a  KL-43  mes- 
sage to  North  proposing  that  the  CIA  char- 
ter the  vessel  for  that  purpose:  "...  Abe 
[Hakim]  still  in  Copenhagen  with  our  lawyer 
finalizing  purchase  of  ship.  Deal  has  been 
made  after  three  days  of  negotiation.  The 
Danish  captain  is  up  and  eager  for  the  mis- 
sion— he  now  works  for  us.  We  are  asking 
...  [of  the  CIA]  for  firm  fixed  price  contract 
of  $1.2  million  for  six  months.  He  will  proba- 
bly balk  at  this  price  .  .  ." 

As  Secord  predicted,  the  Agency  felt  the 
rate  was  excessive  (several  times  the  prevail- 
ing rate  for  similar  assets)  and  it  balked  at 
chartering  the  ship.  In  addition,  the  CIA  in- 
formed North  that  it  was  not  interested  on 
technical  grounds  and  that  it  did  not  feel  that 
security  could  be  maintained  because  of  the 
ship's  previous  use  by  North's  associates  to 
ferry  arms  to  Central  America.  The  Agency 
indicated  that  Tom  Clines'  involvement  was 
a  negative  factor  of  major  proportions. 

North  persisted  in  his  efforts  to  have  the 
CIA  lease  the  ship.  He  then  enlisted  Poin- 
dexter's  help.  In  a  May  14  memorandum, 
Vincent  M.  Cannistraro  of  the  SC  staff  urged 
Poindexter  to  take  the  matter  up  with  Casey: 

Status  of  Ollie's  Ship.  Ollie  has  offered  the  use 
of  a  Danish  vessel  for  [a  covert  operation].  He 
first  offered  CIA  a  six  month  lease.  CIA  told 
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me  that  they  thought  it  was  too  expensive,  and 
the  cost  and  time  involved  in  refitting  the  ves- 
sel for  [the]  mission  made  the  alternative  op- 
tion .  .  .  more  attractive.  Ollie  then  offered  to 
[perform  the  mission]  using  his  own  resources. 
[C/NE]  has  told  me  that  because  of  the  alleged 
involvement  of  one  Tom  Clines  (who  was  in- 
volved with  Wilson  and  Terpil),  CIA  will  have 
nothing  to  do  with  the  ship. 

In  the  end,  Casey  supported  Clair 
George's  decision  that  the  ship  was  not  suit- 
able for  Agency  use. 


The  Odyssey  of  the  Err/a 

On  May  9,  1986,  the  Erria  commenced  its 
operations  under  its  new  owners,  the  Enter- 
prise. The  ship  was  to  travel  to  pick  up  tech- 
nical equipment  for  a  covert  operation. 

On  May  16  Herup  was  ordered  to  abort 
the  mission  and  return  to  Larnaca,  Cyprus. 
The  new  plan  for  the  ship  was  to  pick  up  any 
American  hostages  released  as  a  result  of  the 
DEA  initiative.  En  route  to  Larnaca,  Herup 
received  instructions  to  take  up  a  position  off 
the  coast  of  Lebanon  and  to  await  further 
directions. 

As  described  earlier  in  this  Chapter,  the 
DEA  hostage  ransom  plan  failed.  Accord- 
ingly, after  a  48-hour  wait,  Hakim  ordered 
the  ship  to  sail  on  to  Larnaca.  On  June  5, 
Herup  received  instructions  to  head  for  Gi- 
braltar, but  at  the  last  moment  the  ship  was 
diverted  to  Cagliari,  Sardinia.  From  there,  he 
was  told  to  take  the  ship  to  Setubal,  Portugal, 
to  await  an  arms  cargo  from  Defex.  The 
cargo  at  Setubal  was  not  ready  for  loading, 
and  Herup  was  instructed  to  return  to 
Copenhagen,  where  he  arrived  on  July  4. 

The  Erria  then  was  ordered  to  Szczecin, 


Poland,  where  it  arrived  on  July  10.  The 
cargo  it  picked  up  was  marked  "machine 
parts,"  but  actually  consisted  of  158  tons  of 
Communist-bloc  weapons,  including  AK-47 
assault  rifles,  hand  grenades,  mortars,  and  a 
variety  of  ammunition.  The  shipment  was 
consigned  to  Energy  Resources  Interna- 
tional, an  Enterprise  company. 

The  Erria 's  next  stop  was  Setubal,  Portu- 
gal, where  on  July  19,  it  loaded  an  additional 
222  tons  of  arms  from  Defex  Portugal  in  the 
presence  of  Parlow  and  Clines.  Herup  was 
told  to  set  his  course  for  a  Central  American 
port.  According  to  Hakim,  the  total  cargo, 
which  he  called  the  "stranded  shipment," 
cost  $1.7  million;  Secord  placed  the  cost  at 
about  $2.4  million.  En  route  to  Central 
America,  Parlow  called  Herup  and  told  him 
to  stop  the  ship:  Congress  was  in  the  process 
of  repealing  the  Boland  Amendment.  The 
vessel  sat  in  the  water  for  4  days.  Captain 
Herup  then  was  ordered  to  return  to  Portu- 
gal, where  he  was  met  by  Clines. 

The  Enterprise  decided  to  find  a  buyer  for 
the  380-ton  cargo  of  arms  now  on  board  the 
Erria.  Defex  sold  the  arms  to  an  intermedi- 
ary for  $1.2  million.  The  intermediary,  in 
turn,  sold  the  cargo  for  $2,156,000  (includ- 
ing transportation),  to  the  CIA,  which  did 
not  want  to  deal  with  the  Enterprise  because 
of  Clines'  involvement.  The  arms  were  trans- 
ferred from  the  Erria  to  another  ship  on  Sep- 
tember 20  for  delivery  to  the  CIA. 

Hakim  and  Secord  continued  their  efforts. 
Herup  was  ordered  to  take  the  now-empty 
Erria  to  Haifa,  Israel,  where  it  was  to  receive 
a  new  shipment  of  arms.  So  as  not  to  run 
afoul  of  the  Arab  boycott,  the  name  of  the 
ship  was  altered  to  read,  "Ria, "  and  false 
entries  were  placed  in  the  Captain's  log.  On 
October  13,  at  Haifa,  Herup  loaded  a  crate 
containing  eight  tons  of  Eastern  Bloc  arms 
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that  Nir  had  promised  for  the  Contras.  The 
captain  also  had  been  told  he  was  to  pick  up 
pharmaceuticals  for  Iran.  No  pharmaceuti- 
cals were  loaded. 

Herup  was  then  ordered  to  go  to  Fujairah 
in  the  Gulf  of  Oman.  The  Iranians  had  pro- 
mised North  two  Soviet  T-72  tanks,  but  after 
the  Erria  waited  6  weeks  in  the  Gulf,  the 
plan  failed  to  materialize.  On  December  9, 
Herup  was  ordered  to  open  the  Israeli  crate. 
He  found  only  600  well-used  AK-47  assault 
rifles  and  1 5  cases  of  ammunition — valued  at 
approximately  $100,000 — a  cargo  not  worth 
transporting  to  Central  America. 

After  the  revelations  of  the  Iran-Contra 
covert  operations  in  November  1986,  Clines 
or  Hakim  ordered  the  Erria  on  December  14 
to  return  to  Eilat,  Israel,  where  the  crate  of 
weapons  that  had  been  received  in  Haifa 
were  unloaded. 

The  Erria  returned  to  Denmark  later  in 


December.  Its  missions  on  behalf  of  the  En- 
terprise were  at  an  end. 


CONCLUSION 

The  Erria  was  in  a  sense  a  metaphor  for  the 
other  operations  of  the  Enterprise — ventures 
that  began  with  ambitious  expectations  but 
accomplished  nothing.  But  the  fate  of  these 
ventures  cannot  obscure  the  danger  of  pri- 
vatization of  covert  operations  or  the  fact 
that  the  participants  in  the  Enterprise  had 
audacious  plans  for  covert  operations.  Had 
the  architects  of  the  other  operations  been 
emboldened  by  success,  and  not  frustrated 
by  failure,  the  Committees  can  only  conjec- 
ture, with  apprehension,  what  other  uncon- 
trolled covert  activities  on  behalf  of  the 
United  States  lay  in  store. 
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CONCLUSIONS  AND 
RECOMMENDATIONS 


CHAPTER  24 


Covert  Action 
in  a  Democratic 
Society 


The  Iran-Contra  Affair  raises  fundamental 
and  troublesome  questions  about  the  secret 
intelligence  operations  of  the  U.S.  Govern- 
ment. Can  such  operations,  and  particularly 
covert  action,  be  authorized  and  conducted 
in  a  manner  compatible  with  the  American 
system  of  democratic  government  and  the 
rule  of  law?  Is  it  possible  for  an  open  society 
such  as  the  United  States  to  conduct  such 
secret  activities  effectively?  And  if  so,  by 
what  means  can  these  operations  be  con- 
trolled so  as  to  meet  the  requirements  of  ac- 
countability in  a  democratic  society? 

These  questions  became  the  center  of 
public  debate  in  the  mid-1970s,  after  revela- 
tions of  controversial  Central  Intelligence 
Agency  (CIA)  activities  and  extensive 
investigations  by  a  Presidential  Commission 
and  Select  Committees  of  the  House  and 
the  Senate. 

The  result  of  those  inquiries  was  a  con- 
certed effort  by  the  executive  and  legislative 
branches  to  adopt  laws  and  procedures  to 
control  secret  intelligence  activities,  includ- 
ing covert  actions,  and  to  ensure  that  they 
would  be  conducted  only  with  the  prior  au- 
thorization of  the  President  and  timely  no- 
tice to  Congressional  committees  specially 


constituted  to  protect  the  secrecy  necessary 
for  effective  operations. 

Experience  has  shown  that  these  laws  and 
procedures,  if  respected,  are  adequate  to  the 
task.  In  the  Iran-Contra  Affair,  however, 
they  often  were  disregarded.  The  flexibility 
built  into  the  legislation  and  rules  to  allow 
the  executive  branch  to  deal  with  extraordi- 
nary situations  was  distorted  beyond  reason- 
able bounds.  Laws  intended  to  reflect  a  spirit 
of  comity  between  the  branches  were  abused 
when  that  commitment  to  cooperation  was 
abandoned. 

The  Director  of  the  Central  Intelligence 
Agency,  William  J.  Casey,  and  other  Gov- 
ernment officials  showed  contempt  for  the 
democratic  process  by  withholding  informa- 
tion that  Congress  was  seeking  and  by  mis- 
representing intelligence  to  support  policies 
advocated  by  Casey. 


WHAT  IS  COVERT  ACTION? 

The  term  "covert  action"  refers  to  a  specific 
type  of  clandestine  activity  that  goes  beyond 
the  collection  of  secret  intelligence.  It  is  an 
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attempt  by  a  government  to  influence  politi- 
cal behavior  and  events  in  other  countries  in 
ways  that  are  concealed. 

Covert  action  is  not  defined  in  statute.  Ex- 
ecutive Order  12333,  however,  issued  by 
President  Reagan  in  1981,  refers  to  covert 
action  as  special  activities  which  are  defined 
as: 

Special  activities  mean  activities  conducted  in 
support  of  national  foreign  policy  objectives 
abroad  which  are  planned  and  executed  so  that 
the  role  of  the  United  States  government  is  not 
apparent  or  acknowledged  publicly,  and  func- 
tions in  support  of  such  activities.  .  .  . 


affecting  national  security  as  the  National 
Security  Council  may  from  time  to  time  di- 
rect." While  Congress  has  never  provided 
specific  authority  for  the  CIA  or  any  other 
elements  of  the  Government  to  conduct  cov- 
ert actions,  it  has  continued  to  appropriate 
funds  for  these  activities. 

When  Secretary  of  Defense  James  Forres- 
tal  asked  the  Director  of  Central  Intelligence 
(DCI)  in  1947  whether  the  CIA  was  empow- 
ered to  conduct  covert  activities,  the  Direc- 
tor replied  that  the  CIA  could  do  so  if  the 
NSC  approved  the  activities  and  Congress 
appropriated  funds  to  carry  them  out. 

A  CIA's  legal  counsel  put  it  in  similar 
terms: 


COVERT  ACTION  AND  THE  LAW 

Covert  action  operations  pose  challenges  for 
the  political  processes  of  the  United  States. 
As  with  other  secret  intelligence  programs 
and  more  sensitive  defense  projects,  appro- 
priations and  expenditures  of  these  opera- 
tions must  necessarily  be  kept  from  the 
public  domain.  Thus,  covert  assistance  to 
foreign  governments  and  groups  does  not  re- 
ceive the  open  debate  other  assistance  pro- 
grams do. 

Paramilitary  covert  actions  are  in  the 
"twilight  area"  between  war,  which  only 
Congress  can  declare,  and  diplomacy,  which 
the  President  must  manage.  This  type  of  ac- 
tivity is  especially  troublesome  as  a  constitu- 
tional separation  of  powers  issue. 

The  National  Security  Act  of  1947  created 
both  the  National  Security  Council  (NSC) 
and  the  Central  Intelligence  Agency.  The 
law  authorized  the  CIA  to  advise  the  NSC 
on  intelligence  matters,  to  correlate  and  eval- 
uate intelligence,  and  "to  perform  such  other 
functions  and  duties  related  to  intelligence 


If  the  President  gave  us  a  proper  directive  and 
Congress  gave  us  the  money,  we  had  the  ad- 
ministrative authority  to  carry  out  [covert  ac- 
tions]. 

After  public  allegations  of  CIA  efforts  to 
"destabilize"  the  Allende  regime  in  Chile, 
Congress  sought  to  insure  Presidential  ac- 
countability for  covert  actions  and  notifica- 
tion of  all  appropriate  Congressional 
committees,  including  those  on  foreign  af- 
fairs. The  Hughes-Ryan  Amendment  of 
1974  provided: 

No  funds  appropriated  under  the  authority  of 
this  chapter  or  any  other  Act  may  be  expended 
by  or  on  behalf  of  the  Central  Intelligence 
Agency  for  operations  in  foreign  countries, 
other  than  activities  intended  solely  for  obtain- 
ing necessary  intelligence,  unless  and  until  the 
President  finds  that  each  such  operation  is  im- 
portant to  the  national  security  of  the  United 
States. 

The  Hughes-Ryan  Amendment  also  re- 
quired the  President  "to  report,  in  a  timely 
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fashion,  a  description  and  scope  of  such  op- 
erations to  the  appropriate  committees  of 
Congress."  There  were  six  such  committees 
at  that  time. 

The  investigations  by  the  Church  Com- 
mittee in  1975  and  1976  failed  to  turn  up 
proof  that  Presidents  had  ordered  assassina- 
tions of  foreign  officials,  but  some  senior  of- 
ficials indicated  it  was  their  belief  that  some 
Presidents  had  secretly  approved  such  activi- 
ties. Many  in  Congress  felt  that  the  problem 
was  not  so  much  that  the  CIA  was  undertak- 
ing covert  action  without  the  proper  author- 
ity, but  that  Executive  approval  had  been 
given  in  a  deliberately  ambiguous  manner. 

Congress  responded  with  the  Hughes- 
Ryan  Amendment  which  altered  the  ap- 
proval process  of  CIA  covert  action 
operations.  By  requiring  that  the  President 
personally  approve  all  covert  actions  as  im- 
portant to  the  national  security,  Congress 
sought  to  make  the  President  responsible  for 
all  covert  operations.  The  U.S.  Government 
might  still  be  able  to  deny  publicly  the  re- 
sponsibility for  specific  actions,  but  within 
the  Government  there  would  be  an  account- 
able source  of  authority — the  President. 

By  1977,  both  Houses  of  Congress  estab- 
lished permanent  select  committees  for  intel- 
ligence oversight.  This  increased  from  six  to 
eight  the  number  of  "appropriate  commit- 
tees" to  be  notified  under  the  terms  of  the 
Hughes-Ryan  Amendment.  The  resolution 
establishing  the  Senate  Select  Committee  on 
Intelligence  expressed  the  sense  of  the  Senate 
that  the  Committee  should  be  notified  of 
"significant  anticipated  intelligence  activi- 
ties." The  term  was  intended  to  ensure  that 
notice  of  Presidential  Findings  under  the 
Hughes-Ryan  Amendment  would  occur 
prior  to  the  implementation  of  the  operation. 

In  1980,  Congress  replaced  the  notifica- 


tion provisions  of  the  Hughes-Ryan  Amend- 
ment by  amending  the  National  Security  Act 
of  1947  to  add  a  new  section  501  on  Congres- 
sional oversight  of  intelligence  activities.  For 
the  first  time,  the  language  on  notice  of  "sig- 
nificant anticipated  intelligence  activities" 
was  written  into  law. 

Under  the  new  law,  notification  had  to  be 
given  only  to  the  Intelligence  Committee  of 
each  house,  rather  than  to  eight  committees. 
Moreover,  in  extraordinary  circumstances 
affecting  the  national  interests  of  the  United 
States,  the  President  may  choose  to  limit 
prior  notice  to  the  chairmen  and  ranking  mi- 
nority members  of  the  Intelligence  Commit- 
tees and  the  majority  and  minority  leaders  of 
the  two  Houses,  a  total  of  eight  Members. 

Although  the  law  gave  the  President  some 
flexibility  on  notification,  there  was  no  ex- 
ception from  the  requirement  for  a  Presiden- 
tial Finding  as  a  precondition  to  all  covert 
action  operations.  Presidential  accountabil- 
ity remained  the  cornerstone  of  the  system  of 
control  over  covert  actions. 

When  President  Reagan  took  office,  he 
pledged  to  revitalize  U.S.  intelligence  and  to 
dispel  the  "suspicion  and  mistrust .  .  .  [that] 
can  undermine  this  nation's  ability  to  con- 
front the  increasing  challenge  of  espionage 
and  terrorism." 

As  part  of  the  effort  to  restore  confidence, 
the  President  issued  Executive  Order  12333 
in  which  he  eased  some  of  the  restrictions  on 
CIA  activities.  The  new  order  pledged  con- 
tinued obedience  to  the  law  and  retained  the 
provision  that  only  the  CIA  could  conduct 
covert  actions  in  peacetime  unless  the  Presi- 
dent designated  another  agency  to  do  so.  The 
Executive  Order  also  applied  the  Hughes- 
Ryan  Amendment's  Finding  requirement  to 
all  covert  actions,  not  just  to  those  of  the 
CIA. 
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In  keeping  with  standard  American  politi- 
cal processes,  a  basic  structure  of  covert  ac- 
tion procedures  evolved  within  the  law.  A 
system  of  interlocking  statutes,  executive  or- 
ders, and  national  security  directives  had 
been  established  by  three  successive  Ad- 
ministrations. 

For  the  goals  of  this  system  of  accountabil- 
ity and  oversight  to  be  fulfilled,  several  steps 
had  to  be  taken.  First,  the  President  had  to 
approve  specifically,  and  accept  responsi- 
bility for,  each  covert  action  by  signing  a 
Finding  before  the  operation  proceeded.  Sec- 
ond, the  Congressional  Intelligence  Commit- 
tees had  to  be  notified  either  before  the 
operation  began  or  in  a  "timely  fashion"  the- 
reafter. Third,  for  oversight  of  intelligence 
activities  to  be  meaningful,  intelligence  offi- 
cials had  to  respond  candidly  to  Congressio- 
nal inquiries  and  provide  Congress  and 
officials  in  the  executive  branch  with  objec- 
tive intelligence  analyses  so  that  proposed 
actions  could  be  evaluated  objectively. 

In  the  Iran-Contra  Affair,  the  principles  of 
this  process  of  accountability  and  oversight 
would  get  their  severest  test. 


MISUSE  OF  FINDINGS 

The  Findings  process  was  circumvented. 
Covert  actions  were  undertaken  outside  the 
specific  authorizations  of  Presidential  Find- 
ings. At  other  times,  covert  actions  were  un- 
dertaken without  a  Presidential  Finding 
altogether.  Actions  were  undertaken 
through  entities  other  than  the  CIA,  includ- 
ing foreign  governments  and  private  parties. 
There  were  claims  that  the  Findings  could  be 
used  to  override  provisions  of  the  law.  The 
statutory  option  for  prior  notice  to  eight  key 


congressional  leaders  was  disregarded 
throughout,  along  with  the  legal  requirement 
to  notify  the  Intelligence  Committees  in  a 
"timely  fashion." 


Dispensing  with  Presidential 
Findings 

In  reaction  to  the  adoption  of  the  second 
Boland  Amendment  in  October  1984,  the 
NSC  staff  took  an  increasingly  active  role  in 
support  of  the  Contras.  The  NSC  staff"  raised 
money  for  the  Contras  and,  with  Richard 
Secord's  assistance,  created  an  organization 
outside  the  Government  to  procure  arms  and 
resupply  the  Contras.  While  the  President 
has  said  that  supporting  the  Contras  was  his 
own  idea,  he  told  the  Tower  Board  that  he 
was  unaware  that  the  NSC  staff  was  directly 
assisting  the  Contras.  In  any  event,  there  was 
no  Presidential  Finding  authorizing  these  ac- 
tivities. National  Security  Adviser  Robert  C. 
McFarlane  testified  that  he  was  unaware  of 
the  magnitude  of  Oliver  North's  operation 
although  both  North  and  Admiral  John  M. 
Poindexter  disputed  McFarlane's  denials. 

Efforts  coordinated  by  North  to  ransom 
hostages  constituted  another  instance  in 
which  the  legal  requirements  for  a  Finding 
were  dispensed  with.  This  was  in  contra- 
vention of  the  President's  own  directive, 
Executive  Order  12333,  which  provided 
specifically  that  all  covert  actions  be  con- 
tained in  Presidential  Findings.  Not  only  was 
a  Finding  dispensed  with,  but  funds  to  sup- 
port the  operation  were  raised  from  private 
sources.  The  operation  was  pursued  despite 
the  objection  of  CIA  and  some  DEA  offi- 
cials, and  Congress  was  not  notified. 

There  was  also  no  written  Finding  when 
the  CIA  became  involved  in  the  covert  ship- 
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ment  of  arms  to  Iran  in  1985.  As  McFarlane 
subsequently  expressed,  "[t]he  President  was 
all  for  letting  the  Israelis  do  whatever  they 
wanted  to  do."  In  November  1986,  McFar- 
lane asserted  that  the  Attorney  General  had 
opined  that  U.S.  participation  in  the  initial 
Israeli  shipments  could  be  justified  on  the 
grounds  that  the  President  had  made  a 
"mental  Finding."  The  Attorney  General 
testified  to  his  view  that  the  President's  con- 
currence was  tantamount  to  an  oral  Finding 
and  thus  sufficient  legal  authorization  for  the 
program. 

The  use  of  Findings  to  ensure  Presidential 
responsibility  for  covert  action  operations 
also  was  disregarded  in  the  diversion  of 
money  from  the  Iran  program  to  the  Con- 
tras,  which  itself  was  never  authorized  by  a 
Finding.  Neither  the  January  17,  1986,  Find- 
ing relating  to  the  Iran  arms  sales,  nor  any 
Finding  relating  to  assistance  to  the  Contras 
authorized  the  diversion  of  funds.  Poindex- 
ter  testified  that  he  believed  the  diversion 
would  become  politically  controversial  if  ex- 
posed, so  he  decided  not  to  tell  the  President 
in  order  to  give  him  "deniability." 


Using  Findings  to  Avoid  Laws 

At  times,  certain  members  of  the  Adminis- 
tration used  Findings  to  avoid  legal  require- 
ments. A  project  to  stockpile  weapons  for  the 
Contras  is  a  case  in  point. 

In  the  summer  of  1983,  the  CIA  feared 
that  Congress  might  refuse  to  appropriate 
funds  for  the  Contras  in  the  next  fiscal  year 
1984.  The  Agency  thus  devised  a  way  of 
bypassing  the  appropriations  process:  the 
Department  of  Defense  (DOD)  would  se- 
cretly transfer  military  equipment  to  the 
CIA  without  charge.  The  Agency  would 


then  dispense  the  equipment  to  the  Contras 
in  the  following  fiscal  year  even  if  Congress 
cut  off  aid.  To  justify  its  request,  the  CIA 
pointed  to  the  broad  Presidential  Finding  au- 
thorizing assistance  to  the  Contras  even 
though  nothing  was  said  in  that  Finding 
about  a  donation  of  DOD  materiel  to  the 
Contras  through  the  CIA. 

The  Finding  that  was  supposed  to  en- 
hance control  over  covert  action  operations 
was  invoked  to  justify  an  evasion  of  one  of 
the  Constitution's  most  fundamental  safe- 
guards, the  dependence  of  the  executive 
branch  upon  Congress  for  specific  appro- 
priations. In  the  end,  the  proposal  was  not 
implemented  because  DOD  would  not 
transfer  the  equipment  to  the  CIA  free  of 
charge. 


NOT  PLAYING  IT  STRAIGHT  WITH 
CONGRESS 

The  concept  of  Presidential  responsibility 
was  not  the  only  principle  undercut  during 
the  Iran-Contra  initiative.  Accountability  to 
Congress  for  intelligence  operations  also  was 
ignored.  For  Congress  to  exercise  its  consti- 
tutional and  statutory  responsibility  for  over- 
sight, it  must  first  be  notified  of  significant 
intelligence  activities  and  then  be  given 
truthful  and  comprehensive  information 
about  them. 


Misleading  Testimony 

Congress  was  not  notified  of  either  the  Iran 
initiative  or  the  NSC  staffs  covert  opera- 
tion in  support  of  the  Contras.  Senior  intel- 
ligence officials,  including  the  Director  of 
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Central  Intelligence,  misled  Congress,  with- 
held information,  or  failed  to  speak  up 
when  they  knew  others  were  giving  incor- 
rect testimony. 

For  example,  Clair  George  (CIA  Director 
for  Operations),  the  CIA's  Chief  of  Central 
America  Task  Force  (C/CATF),  and  Elliott 
Abrams  (Assistant  Secretary  of  State),  testi- 
fied in  October  1986,  before  the  House  Per- 
manent Select  Committee  on  Intelligence 
(HPSCI)  on  the  shooting  down  of  the  Hasen- 
fus  flight.  Abrams  testified  that  the  U.S. 
Government  was  not  involved  in  the  Hasen- 
fus  operation.  George  and  the  C/CATF 
knew  that  the  testimony  was  incorrect,  but 
neither  corrected  Abrams.  George  later 
apologized  to  the  Select  Committees. 


Misuse  of  Intelligence 

The  democratic  processes  also  are  subverted 
when  intelligence  is  manipulated  to  affect 
decisions  by  elected  officials  and  the  public. 
This  danger  is  magnified  when  a  Director  of 
Central  Intelligence,  like  Casey,  becomes  a 
single-minded  advocate  of  policy.  Although 
Deputy  Director  of  Central  Intelligence, 
John  McMahon  testified  that  no  such  intelli- 
gence manipulation  took  place,  there  is  evi- 
dence that  Director  Casey  misrepresented  or 
selectively  used  available  intelligence  to  sup- 
port the  policy  he  was  promoting,  particu- 
larly in  Central  America. 

Intelligence  misrepresentations  for  policy 
purposes  occurred  in  the  spring  of  1986, 
when  the  Sandinistas  pursued  Contra  fight- 
ers into  Honduras.  Such  raids  had  periodi- 
cally occurred  since  mid-1985.  Neither 
Honduras  nor  the  United  States  made  an 
issue  of  these  incursions  because  they  were 
limited  in  scope  and  aimed  at  the  Contras.  At 


that  time,  the  Sandinista  raid  was  considered 
routine  by  the  CIA  Intelligence  Directorate 
which  noted,  "[t]he  Sandinistas  probably  be- 
lieved that  there  would,  as  usual,  be  no  Hon- 
duran  reaction  to  the  incursions  and  that 
their  forces  could  quickly  move  out  and  re- 
turn to  Nicaragua." 

The  White  House  response  ignored  this 
assessment,  blamed  Congress  for  encourag- 
ing the  raid,  and  used  the  incident  to  autho- 
rize emergency  military  aid  to  Honduras. 
Press  spokesman  Larry  Speakes  stated  at  the 
daily  White  House  briefing  on  March  25, 
1986: 

Within  48  hours  of  the  House  rejection  of 
aid  to  the  Nicaraguan  resistance,  Sandinista 
military  units  crossed  into  Honduras  in  a 
large  scale  effort  to  attack  UNO  and  FDN 
camps. 

Actually,  the  first  Sandinistas  crossed  the 
border  on  March  20,  the  same  day  as  the 
House  action,  and  began  to  retreat  across  the 
border  by  March  24,  before  Speakes  gave  his 
briefing.  They  were  back  in  Nicaragua  before 
President  Reagan  signed  the  authorization 
for  emergency  military  assistance  to  Hon- 
duras. 

Casey,  however,  wanted  CIA  analysts  to 
highlight,  rather  than  minimize,  the  raid's 
significance  in  Agency  reports.  In  an  April 
3  memorandum,  Casey  instructed  the  Dep- 
uty Director  of  Intelligence  to  use  the  avail- 
able material  on  the  Sandinista  incursion: 

to  alert  the  world  that  the  Sandinistas  were 
preparing  and  trying  to  knock  the  Contras  out 
while  we  debated  in  the  U.S.  and  can  have 
another  bigger  try  if  we  debate  another  two 
weeks. 


338 


CONCLUSIONS 

Out  of  necessity,  covert  activities  are  con- 
ducted, and  nearly  all  are  approved  and 
monitored,  in  secret.  Because  they  are  not 
subject  to  public  debate  and  scrutiny,  they 
must  be  examined  carefully  within  the  prac- 
tical constraints  imposed  by  the  need  for  op- 
erational security.  It  has  been  the  United 
States'  historic  achievement  to  develop  a  sys- 
tem of  law,  using  statutes,  executive  orders, 
regulations,  notification  procedures,  that 
provides  this  scrutiny  and  protection.  The 
Committees  conclude: 

(a)  Covert  operations  are  a  necessary  com- 
ponent of  our  Nation's  foreign  policy.  They 
can  supplement,  not  replace,  diplomacy  and 
normal  instruments  of  foreign  policy.  As  Na- 
tional Security  Adviser  Robert  McFarlane 
testified,  "it  is  clearly  unwise  to  rely  on  cov- 
ert action  as  the  core  of  our  policy."  The 
government  must  be  able  to  gain  and  sustain 
popular  support  for  its  foreign  policy 
through  open,  public  debate. 

(b)  Covert  operations  are  compatible  with 
democratic  government  if  they  are  con- 
ducted in  an  accountable  manner  and  in  ac- 
cordance with  law.  Laws  mandate  reporting 
and  prior  notice  to  Congress.  Covert  action 
Findings  are  not  a  license  to  violate  the  stat- 
utes of  the  United  States. 

(c)  As  the  Church  Committee  wrote  more 
than  a  dozen  years  ago.  "covert  actions 
should  be  consistent  with  publicly  defined 
United  States  foreign  policy  goals."  But  the 
policies  themselves  cannot  be  secret. 

(d)  All  Government  operations,  including 
covert  action  operations,  must  be  funded 
from  appropriated  monies  or  from  funds 
known  to  the  appropriate  committees  of  the 
Congress  and  subject  to  Congressional  con- 
trol. This  principle  is  at  the  heart  of  our  con- 


stitutional system  of  checks  and  balances. 

(e)  The  intelligence  agencies  must  deal  in 
a  spirit  of  good  faith  with  the  Congress.  Both 
new  and  ongoing  covert  action  operations 
must  be  fully  reported,  not  cloaked  by  broad 
Findings.  Answers  that  are  technically  true, 
but  misleading,  are  unacceptable. 

(f)  Congress  must  have  the  will  to  exercise 
oversight  over  covert  operations.  The  intelli- 
gence committees  are  the  surrogates  for  the 
public  on  covert  action  operations.  They 
must  monitor  the  intelligence  agencies  with 
that  responsibility  in  mind. 

(g)  The  Congress  also  has  a  responsibility 
to  ensure  that  sensitive  information  from  the 
executive  branch  remains  secure  when  it  is 
shared  with  the  Congress.  A  need  exists  for 
greater  consensus  between  the  Legislative 
and  executive  branches  on  the  sharing  and 
protection  of  information. 

(h)  The  gathering,  analysis,  and  reporting 
of  intelligence  should  be  done  in  such  a  way 
that  there  can  be  no  question  that  the  conclu- 
sions are  driven  by  the  actual  facts,  rather 
than  by  what  a  policy  advocate  hopes  these 
facts  will  be. 

It  has  been  observed  that  a  country  with- 
out enemies  has  no  need  of  an  army  or  an 
intelligence  agency. 

The  United  States  of  America,  as  a  great 
power  with  worldwide  interests,  will  con- 
tinue to  have  to  deal  with  nations  that  have 
different  hopes,  values,  and  ambitions.  These 
differences  will  inevitably  lead  to  conflicts. 
History  reflects  that  the  prospects  for  peace- 
ful settlement  are  greater  if  this  country  has 
adequate  means  for  its  own  defense,  includ- 
ing effective  intelligence  and  the  means  to 
influence  developments  abroad. 

Organized  and  structured  secret  intelli- 
gence activities  are  one  of  the  realities  of  the 
world  we  live  in,  and  this  is  not  likely  to 
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change.  Like  the  military,  intelligence  ser- 
vices are  fully  compatible  with  democratic 
government  when  their  actions  are  con- 
ducted in  an  accountable  manner  and  in  ac- 
cordance with  law. 

This  country  has  been  fortunate  to  have  a 
military  that  is  sensitive  to  the  constraints 
built  into  the  Constitution  and  to  the  neces- 
sity of  respecting  the  Congress'  responsibili- 
ties. This  attitude  of  the  military  has  won  the 
trust  of  the  American  people,  as  George  C. 
Marshall,  the  Chief  of  Staff  of  the  Army  dur- 
ing World  War  II,  explained  to  one  of  his 
officers: 


But  we  have  a  great  asset  and  that  is  that  our 
people,  our  countrymen,  do  not  distrust  us 
and  do  not  fear  us.  Our  countrymen,  our  fel- 
low citizens,  are  not  afraid  of  us.  They  don't 
harbor  any  ideas  that  we  intend  to  alter  the 
government  of  the  country  or  the  nature  of 
this  government  in  any  way.  This  is  a  sacred 
trust.  .  .  . 


Like  the  military,  the  intelligence  services 
can  function  only  with  the  trust  and  sup- 
port of  their  countrymen.  If  they  are  to 
earn  that  trust,  they  must  heed  Marshall's 
words. 


i 
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CHAPTER  25 


Powers  of  Congress  and 
the  President  in  the  Field 
of  Foreign  Policy 


Under  our  Constitution,  both  the  Congress 
and  the  Executive  are  given  specific  foreign 
policy  powers.  The  Constitution  does  not 
name  one  or  the  other  branch  as  the  exclu- 
sive actor  in  foreign  policy.  Each  plays  a  role 
in  our  system  of  checks  and  balances  to  en- 
sure that  our  foreign  policy  is  effective,  sus- 
tainable and  in  accord  with  our  national 
interests. 

Key  participants  in  the  Iran-Contra  Affair 
had  serious  misconceptions  about  the  roles 
of  Congress  and  the  President  in  the  making 
of  foreign  policy.  Poindexter  testified,  refer- 
ring to  his  efforts  to  keep  information  about 
the  covert  action  in  support  of  the  Contras 
from  the  Congress,  "I  simply  did  not  want 
any  outside  interference."  North  testified,  "I 
didn't  want  to  show  Congress  a  single  word 
on  this"  same  covert  action.  In  Poindexter's 
and  North's  view,  Congress  trespassed  on 
the  prerogatives  and  policies  of  the  President 
and  was  to  be  ignored  or  circumvented  when 
necessary.  If  Congress  denied  the  President 
funds  to  implement  his  foreign  policy,  they 
believed  that  the  President  could  and  should 
seek  funds  from  private  parties  and  foreign 
governments.  If  Congress  sought  to  investi- 
gate activities  which  were  secretly  taking 


place,  they  believed  executive  branch  officials 
could  withhold  information  to  conceal  oper- 
ations. These  practices  were  required,  in 
their  judgment,  to  promote  the  President's 
policies. 


FOREIGN  POLICY  AS  A  SHARED 
POWER 

The  sharing  of  power  over  foreign  policy  re- 
quires consultation,  trust,  and  coordination. 
As  President  Reagan  told  a  joint  session  of 
Congress  on  April  27,  1983:  "The  Congress 
shares  both  the  power  and  the  responsibility 
for  our  foreign  policy." 

In  the  aftermath  of  the  Vietnam  war,  Sec- 
retary of  State  Henry  Kissinger  observed: 

The  decade-long  struggle  in  this  country  over 
executive  dominance  in  foreign  affairs  is  over. 
The  recognition  that  the  Congress  is  a  coequal 
branch  of  government  is  the  dominant  fact  of 
national  politics  today.  The  executive  accept* 
that  the  Congress  must  have  both  the  sense 
and  the  reality  of  participation;  foreign  policy 
must  be  a  shared  enterprise. 
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The  need  for  such  a  cooperative  relation- 
ship was  stressed  in  the  testimony  received 
by  these  Committees  from  Secretary  of 
State  George  Shultz  and  Secretary  of  De- 
fense Caspar  Weinberger.  Each  recognized 
that  both  Congress  and  the  Executive  had 
fundamental  duties  in  the  area  of  foreign 
policy. 

Secretary  Shultz  rejected  the  notion  that 
there  is  a  need  "to  lie  and  cheat  in  order  to 
be  a  public  servant  or  to  work  in  foreign 
policy."  He  emphasized  that  Congress  and 
the  President  must  work  cooperatively  on 
foreign  affairs: 

[W]e  have  to  respect  the  fundamental  duties  of 
our  colleagues  on  the  Hill,  but  we  have  to  ex- 
pect them  to  respect  ours  and  what  that  means 
is  .  .  .  while  we  have  a  system  of  separation  of 
powers  in  the  way  it  is  constituted,  it  inevitably 
means  we  also  have  a  system  of  sharing  pow- 
ers. .  .  . 

You  have  to  have  a  sense  of  tolerance  and 
respect  and  a  capacity  to  work  together  and  a 
desire  to  do  it,  for  us  to  share  information,  for 
you  to  put  forward  your  ideas,  not  to  keep 
telling  us  all  the  time  how  to  run  things.  But 
keep  tabs.  To  have  a  way  of  interacting.  .  .  . 

Secretary  Weinberger  was  asked  at  the 
hearings  whether  frequent  consultation  with 
Congress  on  foreign  policy  issues  was  a  valu- 
able opportunity  for  the  President.  He  re- 
plied: 

Indeed,  yes,  sir.  Not  only  because  it  is  very 
useful  to  have  the  advice  .  .  .  but  I  also  think 


that  it  is  important  for  the  longer-range  suc- 
cess of  any  kind  of  activity,  because  I  have 
frequently  made  the  point  in  private  meetings 
that  we  can't  fight  a  war  on  two  fronts. 

We  can't  fight  with  the  enemy,  whoever  it  may 
be,  and  we  can't  fight  with  the  Congress  at  the 
same  time. 


CONCLUSION 

The  questions  before  these  Committees  con- 
cerning the  foreign  policy  roles  of  Congress 
and  the  President  are  not  abstract  issues  for 
legal  scholars.  They  are  practical  considera- 
tions essential  to  the  making  of  good  foreign 
policy  and  the  effective  functioning  of  gov- 
ernment. The  theory  of  the  Constitution  is 
that  policies  formed  through  consultation 
and  the  democratic  process  are  better,  and 
wiser,  than  those  formed  without  it. 

The  Constitution  divided  foreign  policy 
powers  between  the  legislative  and  executive 
branches  of  government.  That  division  of 
power  is  fundamental  to  this  system,  and 
acts  as  a  check  on  the  actions  of  each  branch 
of  government.  Those  who  would  take  short- 
cuts in  the  constitutional  process — mislead 
the  Congress  or  withhold  information — 
show  their  contempt  for  what  the  Framers 
created.  Shortcuts  that  bypass  the  checks 
and  balances  of  the  system,  and  excessive 
secrecy  by  those  who  serve  the  President,  do 
not  strengthen  the  President.  They  weaken 
the  President  and  the  constitutional  system 
of  government. 
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CHAPTER  26 


The  Boland  Amendments 
and  the  NSC  Staff 


Beginning  in  1983,  Congress  responded  to 
the  President's  policy  toward  the  Contras 
principally  through  its  power  over  appro- 
priations— one  of  the  crucial  checks  on  Ex- 
ecutive power  in  the  Nation's  system  of 
checks  and  balances.  Because  the  President's 
program  depended  upon  providing  financial 
assistance  to  the  Contras,  appropriations 
bills  became  the  forum  for  debating  what  the 
Nation's  policy  should  be. 

Aid  to  the  Contras  was  controversial  from 
the  beginning.  The  Kissinger  Commission, 
unanimous  on  virtually  all  other  recommen- 
dations about  Central  America,  could  not 
agree  on  the  Contras.  The  Administration's 
justifications  for  aid  to  the  Contras  were 
sometimes  contradictory.  The  President 
publicly  denied  that  his  goal  was  to  over- 
throw the  Sandinista  Government.  Yet  the 
Contras  pursued  only  one  goal — to  topple 
the  Sandinistas. 

In  Congress,  the  two  Chambers  found 
themselves  at  odds,  with  the  House  generally 
denying  or  restricting  and  the  Senate  gener- 
ally supporting  aid  for  the  Contras.  Votes  in 
each  Chamber  were  often  decided  by  razor- 
thin  margins. 

Ultimately,  restrictions  on  assistance  to 


the  Contras  were  embodied  in  the  Boland 
Amendments,  named  after  their  chief  spon- 
sor, Representative  Edward  P.  Boland. 
While  Congress  applied  various  require- 
ments to  support  for  the  Contras  in  each  of 
the  six  fiscal  years  from  October  1,  1982,  to 
September  30,  1987,  the  legislation  for  fiscal 
years  1983,  1985,  and  1986  embodied  the 
most  important  restrictions  and  will  be 
designated  Boland,  I,  II,  and  III,  respec- 
tively. 

The  Boland  Amendments  were  compro- 
mises between  supporters  of  the  Administra- 
tion's programs  and  opponents  of  Contra 
aid.  As  compromises,  they  were  written  not 
with  the  precision  of  a  tax  code,  but  in  the 
language  of  trust  and  with  the  expectation 
that  they  would  be  carried  out  in  good  faith. 
None  expected  the  Administration  to  se- 
cretly seek  loopholes,  or  to  lead  Congress  to 
believe  that  support  was  not  being  given  to 
the  Contras  when,  in  fact,  it  was. 

Boland  I  was  in  effect  from  September  27,  1982, 
to  December  7,  1983,  and  said:  "None  of  the 
funds  provided  in  this  Act  may  be  used  by  the 
Central  Intelligence  Agency  or  the  Department 
of  Defense  to  furnish  military  equipment,  mili- 
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tary  training  or  advice,  or  other  support  for  mili- 
tary activities,  to  any  group  or  individual,  not  a 
part  of  a  country's  armed  forces,  for  the  purpose 
of  overthrowing  the  government  of  Nicaragua  or 
provoking  a  military  exchange  between  Nicara- 
gua and  Honduras."  This  law  remained  in  effect 
the  following  year,  but  from  December  8,  1983, 
to  October  3,  1984,  Contra  funding  was  also  lim- 
ited to  $24  million.  Boland  II  was  in  effect  from 
October  3,  1984,  to  December  3,  1985,  and  was 
intended,  according  to  its  authors,  to  end  all 
United  States  funding  for  the  Contras.  But  others 
say  the  amendment's  wording  did  not  make  that 
clear.  It  said:  "During  fiscal  year  1985,  no  funds 
available  to  the  Central  Intelligence  Agency,  the 
Department  of  Defense,  or  any  other  agency  or 
entity  of  the  United  States  involved  in  intelli- 
gence activities  may  be  obligated  or  expended  for 
the  purpose  or  which  would  have  the  effect  of 
supporting,  directly  or  indirectly,  military  or 
paramilitary  operations  in  Nicaragua  by  any  na- 
tion, group,  organization,  movement,  or  individ- 
ual." From  August  8,  1985,  to  March  31,  1986, 
Congress  approved  $27  million  to  be  spent  for 
so-called  "humanitarian,"  or  non-lethal,  aid  to 
the  Contras.  Later  Congress  said  the  U.S.  could 
also  share  intelligence  with  the  Contras.  Boland 
III,  from  December  4, 1985,  to  October  17, 1986, 
continued  the  restriction  on  spending  by  the  in- 
telligence agencies,  except  that  now  they  could 
provide  communications  equipment  and  related 
training  as  well  as  intelligence  "information  and 
advice."  A  secret  amount  of  money  was  appro- 
priated for  that.  On  October  18,  1986,  full  mili- 
tary aid  to  the  Contras  was  restored. 


THE  BOLAND  AMENDMENTS  WERE 
VIOLATED  IN  LETTER  AND  SPIRIT 

Boland  II  forced  the  CIA  to  withdraw  from 
its  role  of  financing,  arming,  training,  cloth- 
ing, feeding,  and  supervising  the  Contras. 
But  the  vacuum  was  quickly  filled.  Acting  to 


carry  out  the  President's  direction  to  keep 
the  Contras  together  "body  and  soul," 
North,  with  the  express  approval  of  Poindex- 
ter  and  at  least  the  acquiescence  of  McFar- 
lane,  took  over  where  the  CIA  left  off.  With 
North  as  the  action  officer,  the  NSC  staff 
raised  funds  from  third  countries,  directed 
whether  those  funds  should  be  sent  to  Secord 
or  Calero,  recruited  the  Enterprise  to  handle 
the  logistics,  helped  the  Enterprise  run  the 
resupply  operation  for  the  men  in  the  field, 
and  gave  the  ultimate  directions  to  Secord 
and  his  aides  on  how  to  conduct  the  opera- 
tion. Even  an  ambassador,  Lewis  Tambs, 
took  orders  from  North  on  opening  a  front 
against  the  Sandinistas. 

An  isolated  act  of  assisting  the  Contras 
may  have  presented  a  close  question  of  law 
under  Boland  II  and  III.  But  the  NSC  staffs 
activities  were  not  so  limited.  Its  support  for 
the  Contras  was  systematic  and  pervasive. 
As  the  CIA  had  done  before  Boland  II,  the 
NSC  staff  now  ran  the  Contra  insurgency. 
According  to  Poindexter,  North  "was  the 
switching  point  that  made  the  whole  system 
work. ...  I  viewed  Ollie  as  the  kingpin  to  the 
Central  American  opposition  once  the  CIA 
was  restricted." 

Moreover,  while  the  NSC  staff  started  its 
support  of  the  Contras  at  least  in  part  with 
private  funds,  the  diversion  gave  it  control 
over  funds  that  belonged  to  the  United 
States.  The  profits  that  were  skimmed  were 
generated  by  the  sale  of  weapons  belonging 
to  the  United  States.  The  profits  that  were 
skimmed  were  generated  by  the  sale  of  weap- 
ons belonging  to  the  United  States.  North, 
sometimes  with  the  assistance  of  Earl,  fixed 
the  mark-up  to  ensure  that  there  would  be 
money  to  divert.  The  Secord-Hakim  Enter- 
prise was  not  only  brought  into  the  sales  as 
the  "agent  of  the  CIA,"  but,  according  to 
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Hakim's  and  Secord's  testimony,  functioned 
at  North's  direction. 

Because  Boland  II  and  III  both  prohibited 
direct  or  indirect  use  of  the  United  States 
funds,  the  diversion  was  a  flagrant  violation 
of  those  proscriptions. 

Even  the  amendment  to  Boland  III,  au- 
thorizing the  State  Department  to  solicit  hu- 
manitarian funds  for  the  Contras,  was 
abused  by  the  NSC.  When  Brunei  agreed  to 
transfer  $10  million,  North  gave  Abrams  the 
account  number  of  Lake  Resources.  Accord- 
ing to  Abrams,  North  represented  that  this 
account  was  one  of  Calero's  and  that  the 
money  would  be  used  for  non-lethal  expendi- 
tures. But,  in  fact,  it  was  controlled  by  the 
Enterprise  and  was  used  to  pay  for  arms  for 
the  Contras,  to  pay  their  leaders,  and  to  fi- 
nance the  military  airlift.  Giving  Abrams  the 
Lake  Resources  account  was  a  deliberate  ef- 
fort to  divert  funds  solicited  for  humanitar- 
ian purposes  to  lethal  ends,  and  was  foiled 
only  because  of  an  error  in  the  account  num- 
ber. 

The  Administration  only  recently  has  as- 
serted that  Congress  lacked  the  authority  to 
restrict  the  President's  options  in  Nicaragua 
in  the  manner  it  did.  As  in  the  case  of  the 
Sciaroni  opinion,  at  no  time  prior  to  public 
disclosure  of  alleged  violations  of  the  Boland 
Amendments  did  the  Administration  come 
forward  to  challenge  their  constitutionality. 
On  the  contrary,  Congress  and  the  American 
people  were  routinely  being  assured  that  the 
statutes  were  being  observed,  "in  letter  and 
in  spirit."  As  President  Reagan  himself 
stated  during  a  press  conference  on  April  14, 
1983,  "But  what  I  might  wish  or  our  govern- 
ment might  wish  still  would  not  justify  us 
violating  the  law  of  the  land." 

Surely  an  Administration  should  identify 
in  a  timely  fashion  those  laws  it  claims  a 


constitutional  prerogative  to  ignore  or  sub- 
vert. But  even  beyond  the  aura  of  disingenu- 
ousness,  the  attack  on  the  constitutionality  of 
the  Boland  Amendment  falls,  in  the  Com- 
mittees' collective  opinion,  far  short  of  the 
mark. 

The  analysis  must  begin,  of  course,  with 
an  appropriate  statement  of  what  is,  and  is 
not,  in  issue.  Some  have  attempted,  for  ex- 
ample, to  cast  the  Boland  Amendments  as 
violative  of  the  Supreme  Court's  famous  dic- 
tum in  United  States  v.  Curtiss-  Wright  Ex- 
port Corp.,  referring  to: 

the  very  delicate,  plenary  and  exclusive  power 
of  the  President  as  the  sole  organ  of  the  federal 
government  in  the  field  of  international  rela- 
tions— a  power  which  does  not  require  as  a 
basis  for  its  exercise  an  act  of  Congress  ..." 

But  one  does  not  have  to  be  a  proponent 
of  an  imperial  Congress  to  see  that  this  lan- 
guage has  little  application  to  the  situation 
presented  here.  We  are  not  confronted  with 
a  situation  where  the  President  is  claiming 
inherent  constitutional  authority  in  the  ab- 
sence of  an  Act  of  Congress.  Instead,  to  suc- 
ceed on  this  argument  the  Administration 
must  claim  it  retains  authority  to  proceed  in 
derogation  of  an  Act  of  Congress — and  not 
just  any  act,  at  that.  Here,  Congress  relied  on 
its  traditional  authority  over  appropriations, 
the  "power  of  the  purse,"  to  specify  that  no 
funds  were  to  be  expended  by  certain  entities 
in  a  certain  fashion. 

Bearing  this  in  mind,  the  Committees  be- 
lieve a  more  instructive  decision  than  Cur- 
tiss-Wright  is  Dames  &  Moore  v.  Reagan. 
There,  the  Supreme  Court  upheld  Executive 
Orders  issued  by  President  Carter  to  govern 
the  treatment  of  claims  against  Iran  after 
resolution  of  the  hostage  crisis   1979  and 
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1980.  Chief  Justice  Rehnquist,  then  an  asso- 
ciate justice,  wrote  for  the  Court  and  quoted 
portions  of  a  concurring  opinion  filed  by  Jus- 
tice Jackson  in  the  Steel  Seizure  Case.  Ac- 
cording to  Chief  Justice  Rehnquist: 

When  the  President  acts  pursuant  to  an  ex- 
press or  implied  authorization  from  Congress, 
he  exercises  not  only  his  powers  but  also  those 
delegated  by  Congress.  In  such  a  case  the  exec- 
utive action  "would  be  supported  by  the 
strongest  presumptions  and  widest  latitude  of 
judicial  interpretation,  and  the  burden  of  per- 
suasion would  rest  heavily  upon  any  who 
might  attack  it."  When  the  President  acts  in 
the  absence  of  congressional  authorization  he 
may  enter  a  "zone  of  twilight  in  which  he  and 
Congress  may  have  concurrent  authority,  or  in 
which  its  distribution  is  uncertain."  In  such  a 
case,  the  analysis  becomes  more  complicated, 
and  the  validity  of  the  President's  action,  at 
least  so  far  as  separation-of-powers  principles 
are  concerned,  hinges  on  a  consideration  of  all 
the  circumstances  which  might  shed  light  on 
the  views  of  the  Legislative  Branch  toward 
such  action,  including  "congressional  inertia, 
indifference  or  quiescence."  Finally,  when  the 
President  acts  in  contravention  of  the  will  of 
Congress,  "his  power  is  at  its  lowest  ebb"  and 
the  Court  can  sustain  his  actions  "only  by  dis- 
abling the  Congress  from  action  on  the  sub- 
ject." 

As  the  Committees  have  already  noted, 
the  Administration's  activities  in  support  of 
the  Contras  were  conducted  in  direct  contra- 
vention of  the  will  of  Congress.  It  follows, 
then,  that  the  President's  constitutional  au- 
thority to  conduct  those  activities  was  "at  its 
lowest  ebb." 

It  strains  credulity  to  suggest  that  the 
President  has  the  constitutional  prerogative 
to  staff  and  fund  a  military  operation  without 


the  knowledge  of  Congress  and  in  direct  dis- 
regard of  contrary  legislation.  To  endorse 
such  a  prerogative  would,  in  the  language  of 
Dames  &  Moore,  "[disable]  the  Congress 
from  action  on  the  subject"  and  leave  the 
Administration  entirely  unaccountable  for 
such  clandestine  initiatives. 

In  Federalist  75,  Alexander  Hamilton  cau- 
tioned against  granting  the  President  too 
much  authority  over  foreign  affairs: 

The  history  of  human  conduct  does  not  war- 
rant that  exalted  opinion  of  human  virtue 
which  would  make  it  wise  in  a  nation  to  com- 
mit interests  so  delicate  and  momentous  a  kind 
as  those  which  concern  its  intercourse  with  the 
rest  of  the  world  to  the  sole  disposal  of  a  magis- 
trate, created  and  circumstanced,  as  would  be 
a  president  of  the  United  States. 

While  each  branch  of  our  Government  un- 
doubtedly has  primacy  in  certain  spheres, 
none  can  function  in  secret  disregard  of  the 
others  in  any  sphere.  That,  in  essence,  was 
the  Administration's  attempt  here. 

Congress  must  be  able  to  depend  upon  the 
President  for  the  execution  of  laws.  It  cannot 
be  thrust  into  an  adversarial  role  in  which  it 
must  treat  representations  from  the  Presi- 
dent's staff  with  skepticism  and  incredulity. 
If  the  President  believes  that  a  law  has  provi- 
sions that  are  unconstitutional,  he  must  ei- 
ther veto  it  or  put  Congress  on  notice  of  his 
position — as  he  did  with  portions  of  Gramm- 
Rudman.  The  one  option  the  executive 
branch  does  not  have  is  to  pretend  that  it  is 
executing  the  law  when  it  is,  in  fact,  evading 
it. 

The  American  system  works  well  only 
when  its  branches  of  government  trust  one 
another.  The  Iran-Contra  Affair  is  a  perfect 
example  of  how  to  destroy  that  trust. 
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CHAPTER  27 


Rule  of  Law 


sir  thomas  more:  The  law,  Roper,  the  law. 
I  know  what's  legal  not  what's  right.  And  I'll 
stick  to  what's  legal.  .  .  . 

william  roper:  So  now  you'd  give  the 
Devil  benefit  of  law! 

more:  Yes.  What  would  you  do?  Cut  a  great 
road  through  the  law  to  get  after  the  Devil? 

roper:  I'd  cut  down  every  law  in  England  to 
do  that! 

more:  Oh?  And  when  the  last  law  was  down, 
and  the  Devil  turned  round  on  you — where 
would  you  hide,  Roper,  the  laws  all  being 
flat?  This  country's  planted  thick  with  laws 
from  coast  to  coast — Man's  law,  not 
God's — and  if  you  cut  them  down — and 
you're  just  the  man  to  do  it — d'you  really 
think  you  could  stand  upright  in  the  winds 
that  would  blow  them? 

— A  Man  for  All  Seasons  by  Robert  Bolt 

Too  many  laws  were  "cut  down"  in  the 
Iran-Contra  Affair  by  officials  who,  like 
Roper,  decided  that  the  laws  inhibited  pur- 
suit of  their  goals. 

This  process  began  when  members  of  the 
National  Security  Council  staff  decided  "to 


take  some  risks"  with  the  law,  in  John  Poin- 
dexter's  words,  in  order  to  continue  support 
for  the  Contras.  At  the  end,  as  Oliver  North 
acknowledged,  they  were  engaging  in  con- 
duct such  as  lying  to  Congress  that  they 
knew  was  plainly  "wrong." 

The  Committees  were  charged  by  their 
Houses  with  reporting  violations  of  law  and 
"illegal"  or  "unethical"  conduct,  and  if  the 
Committees  are  to  be  true  to  their  mandates, 
they  cannot  hesitate  to  draw  the  inevitable 
conclusions  from  the  conduct  these  officials 
displayed  during  this  affair. 

The  judgments  of  these  Committees  are 
not  the  same  as  those  required  of  the  Inde- 
pendent Counsel.  He  must  decide  whether 
there  was  criminal  intent  behind  any  viola- 
tion, whether  there  are  any  extenuating  cir- 
cumstances, and  whether  prosecution  is  in 
the  public  interest.  The  Committees  express 
no  opinions  on  these  subjects  and  our  com- 
ments in  this  section  are  purposefully  general 
so  as  not  to  prejudice  any  individual's  rights. 
Our  focus  is  not  on  whether  the  technical 
and  demanding  requirements  of  criminal 
statutes  have  been  met,  but  on  whether  the 
policy  underlying  such  statutes  has  been 
frustrated.  Moreover,  the  list  of  statutes  im- 
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plicated  by  the  Iran-Contra  Affair  is  not  ex- 
haustive. 

Because  of  the  importance  of  the  Boland 
Amendment  to  this  investigation,  this  Re- 
port considers  the  applicability  of  that 
Amendment  to  the  NSC  in  a  separate  chap- 
ter. The  only  issue  under  the  Boland  Amend- 
ment that  is  addressed  in  this  chapter  is  the 
legality  of  the  diversion.  The  Boland  Amend- 
ment aside,  however,  the  Committees  find 
that  activities  in  the  Iran-Contra  Affair,  in- 
cluding the  diversion,  were  conducted  and 
later  covered  up  by  members  of  the  NSC  staff 
in  violation  of  the  Constitution  and  of  appli- 
cable laws  and  regulations. 


USE  OF  DONATED  FUNDS  TO  EVADE 
CONGRESS'  POWER  OF  THE  PURSE 

Overview 

The  Committees  find  that  the  scheme,  taken 
as  a  whole,  to  raise  money  to  conduct  a  secret 
Contra-support  operation  through  an  "off- 
the-shelf  covert  capacity  (the  Enterprise) 
operating  as  an  appendage  of  the  NSC  staff 
violated  cardinal  principles  of  the  Constitu- 
tion. 

Several  witnesses  at  the  public  hearings 
contended  that  the  covert  action  to  support 
the  Contras  did  not  violate  the  Boland 
Amendment  because  it  was  financed  by  con- 
tributions, not  appropriated  funds.  The  Bo- 
land Amendment  by  its  terms,  they 
maintained,  only  prevented  the  President 
from  spending  appropriated  funds  to  support 
the  Contras.  But  that  ignores  a  greater  princi- 
ple. The  Constitution  contemplates  that  the 
Government  will  conduct  its  affairs  only  with 
funds  appropriated  by  Congress.  By  resorting 


to  funds  not  appropriated  by  Congress — in- 
deed funds  denied  the  executive  branch  by 
Congress — Administration  officials  commit- 
ted a  transgression  far  more  basic  than  a  vio- 
lation of  the  Boland  Amendment. 

The  power  of  the  purse,  which  the  Fram- 
ers  vested  in  Congress,  has  long  been  recog- 
nized as  "the  most  important  single  curb  in 
the  Constitution  on  Presidential  Power." 
The  Framers  were  determined  not  to  com- 
bine the  power  of  the  purse  and  the  power  of 
the  sword  in  the  same  branch  of  government. 
They  were  concerned  that  if  the  executive 
branch  had  both  the  power  to  raise  and 
spend  money,  and  control  over  the  armed 
forces,  it  could  unilaterally  embroil  the  coun- 
try in  war  without  consent  of  Congress,  not- 
withstanding Congress'  exclusive  power  to 
declare  war. 

When  members  of  the  executive  branch 
raised  money  from  third  countries  and  pri- 
vate citizens,  took  control  over  that  money 
through  the  Enterprise,  and  used  it  to  sup- 
port the  Contras'  war  in  Nicaragua,  they 
bypassed  this  crucial  safeguard  in  the  Consti- 
tution. As  Secretary  of  State  George  Shultz 
testified  at  the  public  hearings:  "You  cannot 
spend  funds  that  the  Congress  doesn't  either 
authorize  you  to  obtain  or  appropriate.  That 
is  what  the  Constitution  says,  and  we  have  to 
stick  to  it." 


The  Power  of  the  Purse  and  the 
Constitution 

Article  I,  Section  9,  Clause  7  of  the  Constitu- 
tion, the  appropriations  clause,  provides: 

No  money  shall  be  drawn  from  the  Treasury, 
but  in  consequence  of  appropriations  made  by 
law. 
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The  appropriations  clause  was  intended  to 
give  Congress  exclusive  control  of  funds 
spent  by  the  Government,  and  to  give  the 
democratically  elected  representatives  of  the 
people  an  absolute  check  on  Executive  action 
requiring  expenditure  of  funds. 

The  Framers  viewed  Congress'  exclusive 
power  of  the  purse  as  intrinsic  to  the  system 
of  checks  and  balances  that  is  the  genius  of 
the  United  States  Constitution. 

James  Madison,  the  principal  architect  of 
the  Constitution,  explained: 

The  House  of  Representatives  alone  can  pro- 
pose the  supplies  requisite  for  the  support  of 
government.  They,  in  a  word,  hold  the  purse. 
.  .  .  This  power  of  the  purse  may,  in  fact,  be 
regarded  as  the  most  complete  and  effectual 
weapon  with  which  any  constitution  can  arm 
the  immediate  representatives  of  the  people  for 
obtaining  a  redress  of  every  grievance,  and  for 
carrying  into  effect  every  just  and  salutary 
measure. 

Col.  George  Mason,  another  Constitutional 
Convention  delegate,  stated,  ".  .  .  the  purse 
and  the  sword  ought  never  to  get  into  the 
same  hands,  whether  legislative  or  execu- 
tive. ..." 

This  concept  has  been  a  guiding  constitu- 
tional principle  for  200  years.  As  President 
Reagan  stated  at  an  October  22,  1987,  press 
conference:  "The  President  of  the  United 
States  cannot  spend  a  nickel.  Only  Congress 
can  authorize  the  spending  of  money." 

Congress'  exclusive  control  over  the  ex- 
penditure of  funds  cannot  legally  be  evaded 
through  use  of  gifts  or  donations  made  to  the 
executive  branch.  Were  it  otherwise,  a  Presi- 
dent whose  appropriation  requests  were  re- 
jected by  Congress  could  raise  money  from 
private  sources  or  third  countries  for  armies, 


military  actions,  arms  systems,  and  even  do- 
mestic programs. 

The  Government  may,  of  course,  receive 
gifts.  However,  consistent  with  Congress' 
constitutionally  exclusive  power  of  the  purse, 
gifts  like  all  other  "miscellaneous  receipts" 
must,  by  statute  (31  U.S.C.  Section  484)  be 
placed  directly  into  the  Treasury  of  the 
United  States,  and  may  be  spent  only  pursu- 
ant to  a  Congressional  appropriation. 

The  Constitutional  process  that  lodges 
control  of  Government  expenditures  exclu- 
sively in  Congress  is  further  enforced  by  the 
Anti-Deficiency  Act  (31  U.S.C.  Section 
1341)  which  prohibits  an  officer  of  the 
United  States  from  authorizing  an  expendi- 
ture that  has  not  been  the  subject  of  a  Con- 
gressional appropriation,  or  that  exceeds  the 
amount  of  any  applicable  appropriation. 
Thus  it  provides: 

An  officer  or  employee  of  the  United  States 
Government  may  not  make  or  authorize  an 
expenditure  or  obligation  exceeding  an 
amount  available  in  an  appropriation  or  fund 
for  the  expenditure  or  obligation;  or  involve 
[the]  government  in  a  contract  or  obligation 
for  the  payment  of  money  before  an  appropria- 
tion is  made  unless  authorized  by  law. 

Violations  of  the  Anti-Deficiency  Act  are 
made  crimes  by  31  U.S.C.  Section  1350. 


Use  of  the  Enterprise  to  Mask  the 
Fact  that  the  U.S.  Government  Had 
Taken  Control  of  the  Donations 

The  constitutional  scheme,  which  these  laws 
amplify,  is  thus  a  simple  one.  Congress  is 
dependent  upon  the  executive  branch  to  exe- 
cute the  law  it  passes;  and  the  executive 
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branch  is  dependent  upon  Congress  to  ap- 
propriate the  funds  to  carry  on  its  activities. 
This  mutual  dependence  is  at  the  heart  of  the 
system  of  checks  and  balances. 

The  Constitutional  plan  did  not  prohibit 
the  President  from  urging  other  countries  to 
give  money  directly  to  the  Contras.  But  the 
Constitution  does  prohibit  receipt  and  ex- 
penditure of  such  funds  by  this  Government 
absent  an  appropriation.  This  prohibition 
may  not  lawfully  be  evaded  by  use  of  a  nomi- 
nally private  entity,  if  the  private  entity  is  in 
reality  an  arm  of  the  Government  and  the 
Government  is  able  to  direct  how  the  money 
is  spent. 

The  law  with  respect  to  when  a  nominally 
private  company  is  an  arm  of  the  Govern- 
ment such  that  expenditure  of  its  funds  is 
governed  by  rules  applicable  to  expenditure 
of  Government  funds  is  summarized  in 
Motor  Coach  Industries,  Inc.  v.  Dole,  725 
F.2d  958,  964-65  (4th  Cir.  1984).  There,  the 
Court  articulated  a  multifactor  approach  for 
resolving  when  an  ostensibly  private  entity 
like  a  trust  is  a  Federal  entity: 

We  must  consider,  at  a  minimum,  the  purposes 
for  which  the  trust  was  established;  the  public 
or  private  character  of  the  entity  spearheading 
the  trust's  creation;  the  identity  of  the  trust's 
beneficiary  and  administrators;  the  degree  of 
control  exercised  by  the  public  agency  over 
disbursements  and  other  details  of  administra- 
tion; and  the  method  by  which  the  trust  is 
funded. 

Lake  Resources,  the  flagship  of  the  Enter- 
prise, was  created  by  Richard  Secord  and 
Albert  Hakim  at  North's  request  in  July 
1985.  North  did  not  like  the  way  Contra 
leader  Adolpho  Calero  was  spending  the  do- 
nations received  earlier,  and  he  wanted  more 


control  over  expenditures.  By  North's  own 
admission,  Lake  Resources  was  to  be  an 
"off-the-shelf  company  to  conduct  a  "full 
service  covert  action"  in  support  of  the  Con- 
tras and  other  governmental  projects.  North 
referred  to  it  in  his  PROF  messages  to  Poin- 
dexter  as  "our  Lake  Resources  company." 

North  was  responsible,  directly  or  in- 
directly, for  virtually  all  the  income  of  Lake 
Resources  and  the  other  companies  in  the 
Enterprise,  and  he  had  the  power  to  direct  its 
expenditures.  North  instructed  Secord  to 
spend  money  for  airplanes,  an  airstrip,  and 
munitions  for  the  Contras  and  Secord  did. 
He  instructed  Secord  to  spend  money  on  ra- 
dios for  a  political  party  in  a  foreign  country 
and  Secord  did.  He  instructed  Secord  to 
spend  its  money  for  a  ship  to  conduct  an 
intelligence  operation  and  Secord  did.  He  in- 
structed Secord  to  spend  cash  in  support  of 
a  Drug  Enforcement  Agency  operation  to 
free  U.S.  hostages  and  Secord  did. 

North  had  secure  communication  devices 
in  his  office  and  those  of  all  principal  opera- 
tives in  the  covert  action.  Using  these  de- 
vices, North  was  able  to  maintain  control  of 
the  most  minute  details  of  the  operation.  On 
one  occasion,  he  even  instructed  pilots  on  the 
coordinates  to  be  used  in  a  weapons  drop  to 
the  Contras  inside  Nicaragua. 

Lake  Resources  was  created  for  the  very 
purpose  of  conducting  Government  opera- 
tions while  evading  the  Congressional  appro- 
priations power.  In  describing  Director  of 
Central  Intelligence  William  Casey's  plan  for 
an  off-the-shelf  covert  capacity,  North  testi- 
fied: 

Q:  Do  you  remember  giving  testimony  about 
the  fact  that  Director  Casey  wanted  some- 
thing that  he  could  pull  off  the  shelf  and  that 
is  why  he  was  excited  about  the  fact  that  you 
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were  now  able  to  generate  some  surpluses 
that  could  be  used? 

A:  That  is  correct. 

Q:  Why  don't  you  give  us  a  description  of 
what  he  said,  or  as  you  understood  it,  what 
he  meant  by  pulling  something  off  the  shelf? 

A:  Director  Casey  had  in  mind,  as  I  under- 
stood it,  an  overseas  entity  that  was  capable 
of  conducting  operations  or  activities  of  as- 
sistance to  U.S.  foreign  policy  goals  that  was 
a  stand-alone. 

Q:  Self-financed? 

A:  That  was  self-financing,  independent  of 
appropriated  monies  and  capable  of  conduct- 
ing activities  similar  to  the  ones  that  we  had 
conducted  here.  (Emphasis  added.) 

The  concept  of  an  off-the-shelf  covert 
company  to  conduct  operations  with  funds 
not  appropriated  by  Congress  is  contradic- 
tory to  the  Constitution.  The  decision  to  use 
the  Enterprise  to  fight  a  war  with  unappro- 
priated funds  was  a  decision  to  combine  the 
power  of  the  purse  and  the  power  of  the 
sword  in  one  branch  of  government. 

Referring  to  the  concept  of  having  inde- 
pendently financed  entities  conduct  covert 
actions  to  avoid  Congressional  review,  Secre- 
tary Shultz  said:  "This  is  not  sharing  power, 
this  is  not  in  line  with  what  was  agreed  to  in 
Philadelphia.  This  is  a  piece  of  junk  and  it 
ought  to  be  treated  that  way." 

As  former  Secretary  of  State  Henry  Kiss- 
inger recently  wrote  with  particular  refer- 
ence to  the  use  of  the  proceeds  of  the  Iranian 
arms  sales: 

On  the  formal  level  the  case  is  obvious.  The 
Executive  branch  cannot  be  allowed — on  any 
claim  of  national  security — to  circumvent  the 
Congressional  prerogative  over  appropriations 


by  raising  its  own  funds  through  the  sale  of 
government  property. 


Legal  Advice 

The  President  may  have  received  support  for 
use  of  third  country  funds  from  a  decision  at 
the  June  1985  National  Security  Policy 
Group  meeting,  which  he  attended,  to  seek 
the  advice  of  Attorney  General  William 
French  Smith  before  any  funds  were  ob- 
tained from  third  countries. 

At  that  meeting,  Secretary  Shultz  warned 
that  solicitation  of  third-country  funds  that 
the  Government  could  control  might  be  an 
"impeachable  offense,"  attributing  this  opin- 
ion to  Chief  of  Staff  James  Baker.  Casey  disa- 
greed and  offered  to  obtain  an  opinion  from 
Attorney  General  Smith. 

When  Casey  approached  the  Attorney 
General  the  following  day,  however,  he  drew 
the  question  narrowly,  asking  only  whether 
Nicaragua's  neighbors  could  be  urged  to 
help  the  Contras.  The  Committees  have  re- 
ceived evidence  that  Attorney  General  Smith 
gave  an  oral  opinion  that  this  would  not  be 
unlawful.  As  noted  above,  the  Constitution 
does  not  prohibit  a  President  from  urging 
foreign  countries  and  private  citizens  to  give 
money  to  causes  which  the  President  sup- 
ports, so  long  as  this  Government  does  not 
take  control  of  the  money. 

But  no  representatives  of  the  Justice  De- 
partment were  ever  asked  to  express  an  opin- 
ion that  it  was  constitutional  for  members  of 
the  executive  branch  to  do  what  they  did 
here — raise  money  from  third  countries  and 
private  parties,  put  the  money  in  an  entity 
controlled  by  the  Executive,  and  direct  its 
expenditure  for  projects  of  the  executive 
branch.  Nor  did  any  legal  officer  of  the  Gov- 
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eminent  ever  suggest  that  it  was  lawful  or 
constitutional  to  divert  proceeds  from  the 
sale  of  U.S.  property  for  purposes  forbidden 
by  the  Congress. 

The  oral,  on-the-spot  advice  of  Attorney 
General  Smith  to  Casey  that  Central  Ameri- 
can countries  could  be  approached  may  in 
the  transmission  have  been  given  a  broader 
interpretation.  The  Committees  simply  do 
not  know.  But  the  Iran-Contra  Affair  cannot 
stand  as  a  precedent  for  bypassing  the  consti- 
tutional requirement  for  appropriations. 
Securing  funds,  without  Congressional  au- 
thorization, to  fund  Government  programs 
run  by  Government  officials,  is  a  direct  viola- 
tion of  the  Constitution  that  cannot  be  con- 
doned. 


SECTION  501  OF  THE  NATIONAL 
SECURITY  ACT  AND  RELATED 
REGULATION 

The  Committees  find  that  the  failure  to  no- 
tify the  House  Permanent  Select  Committee 
on  Intelligence  and  the  Senate  Select  Com- 
mittee on  Intelligence  of  the  covert  action  to 
support  the  Contras  violated  the  Congressio- 
nal notice  provisions  of  Section  501  of  the 
National  Security  Act;  and  that  the  delay  in 
notifying  Congress  of  the  Iran  arms  sales 
abused  whatever  flexibility  Congress  built 
into  the  statute. 

Section  501  of  the  National  Security  Act 
requires  that  Congress  be  notified  of  all  cov- 
ert actions  conducted  by  any  agency  of  Gov- 
ernment. The  statute  provides: 

The  Director  of  Central  Intelligence  and  the 
heads  of  all  departments,  agencies  and  other 
entities  of  the  United  States  involved  in  intelli- 
gence activities  shall: 


(1)  keep  the  Select  Committee  on  Intelligence 
of  the  Senate  and  Permanent  Select  Committee 
on  Intelligence  of  the  House  of  Representa- 
tives (hereinafter  in  this  section  referred  to  as 
the  "Intelligence  Committee")  fully  and  cur- 
rently informed  of  all  intelligence  activities 
which  are  the  responsibility  of  are  engaged  in 
by  or  are  carried  out  for  or  on  behalf  of  any 
department,  agency,  or  entity  of  the  United 
States,  including  any  significant  anticipated  in- 
telligence activity.  (Emphasis  added.) 

There  are  only  two  exceptions  or  qualifi- 
cations to  the  requirement  of  prior  notice. 
First,  the  relevant  head  of  a  department,  in 
lieu  of  notifying  both  Intelligence  Commit- 
tees, may  notify  the  two  ranking  Members  of 
each  Intelligence  Committee,  and  the  two 
ranking  Members  of  each  House  of  Con- 
gress. This  requires  a  personal  decision  by 
the  President  of  the  United  States. 

Second,  the  Act  recognizes  that  there  are 
circumstances  under  which  the  President 
may  not  have  provided  any  prior  notice  to 
Congress.  In  such  a  case,  he  must  "fully  in- 
form the  Intelligence  Committees  in  a  timely 
fashion"  with  a  "statement  of  the  reasons  for 
not  giving  prior  notice."  This  also  requires  a 
personal  decision  by  the  President. 

The  notification  provision  of  Section  501 
serves  vital  purposes  for  both  Congress  and 
the  executive  branch.  First,  the  required 
notification  allows  for  beneficial  congressio- 
nal input  in  decisions  that  may  affect  impor- 
tant national  interests.  As  former  Director  of 
Central  Intellience  William  E.  Colby  said 
during  consideration  of  the  Act,  discussion 
with  Congressional  officials  of  planned  cov- 
ert actions  "enables  the  Executive  to  get  a 
sense  of  Congressional  reaction  and  avoid 
the  rather  clamorous  repudiation  which  has 
occurred  in  certain  cases.  ...  I  think  that  is 
a  helpful  device." 
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Second,  notification  enables  Congress  to 
fulfill  its  constitutionally  mandated  role  of 
monitoring  Executive  actions  in  the  area  of 
national  defense  and  foreign  policy  lest  cov- 
ert actions  entangle  the  country  in  overt  hos- 
tilities. As  a  mechanism  for  consultation 
between  the  executive  and  legislative 
branches,  notification  helps  to  address  the 
anomaly  of  formulating  plans  for  secret  ac- 
tion within  a  democracy. 

The  language  of  Section  501,  as  well  as  its 
legislative  history,  was  the  product  of  a  deli- 
cate compromise  between  Congress  and  the 
executive  branch.  The  purpose  of  the  com- 
promise was  to  avoid  a  confrontation  with 
President  Carter,  who  maintained  there 
might  be  situations  in  which  he  should  not  be 
required  to  give  prior  notice,  and  that  a  stat- 
ute requiring  such  disclosure  in  every  case 
would  interfere  with  his  constitutional  re- 
sponsibilities. After  lengthy  consultation 
with  the  Administration,  the  statute  was 
crafted  so  as  to  permit  the  Congress  and  the 
President  to  continue  to  disagree.  This  was 
done  by  the  inclusion  of  a  preamble  that 
states  that  the  notice  requirements  apply  "to 
the  extent  consistent  with  all  applicable  au- 
thorities and  duties,  including  those  con- 
ferred upon  the  executive  and  legislative 
branches  of  the  Government,"  and  by  recog- 
nizing that  there  might  be  circumstances 
where  prior  notice  is  not  given. 

Deferral  of  notice  was  intended  to  be  the 
exception,  not  the  rule.  For  example,  Senator 
Dee  Huddleston,  the  lead  sponsor  of  the  bill, 
stated: 


I  myself  believe  that  the  only  constitutional 
basis  for  the  President  to  withhold  prior  no- 
tice of  a  significant  intelligence  activity 
would  be  exigent  circumstances  when  time 
does  not  permit  prior  notice;  in  such  a  case 


the  committee  could  be  notified  as  soon  as 
possible. 

Similarly,  Senator  Daniel  Inouye  said  during 
consideration  of  the  Conference  Report  on 
the  Intelligence  Oversight  Act: 

I  am  of  the  firm  belief  that  the  only  time  the 
President  has  the  constitutional  authority  to 
withhold  prior  notice  to  the  intelligence  com- 
mittees would  be  in  matters  of  extreme  exi- 
gency. In  my  experience  as  chairman  of  the 
Intelligence  Committee  and  as  a  continuing 
member  of  that  committee,  and  after  4  years  of 
reviewing  the  covert  operations  of  our  intelli- 
gence system,  I  cannot  conceive  of  any  circum- 
stance which  would  require  the  withholding  of 
prior  notice  except  where  the  nation  is  under 
attack  and  the  President  has  no  time  to  consult 
with  Congress  before  responding  to  save  the 
country. 

The  Administration's  conduct  in  the  Iran- 
Contra  Affair  was  inconsistent  with  these 
standards. 


The  Contra  Covert  Operation 

Under  Section  501,  the  President  alone  can 
make  a  determination  to  delay  notice  of  a 
covert  operation.  The  President  did  not 
make  a  personal  determination  that  notice  of 
the  NSC  staffs  Contra  support  activity 
should  either  be  delayed  or  limited.  Indeed, 
he  has  publicly  disclaimed  knowledge  of  the 
covert  action.  Thus,  prior  notice  to  Congress 
of  the  covert  action  by  the  NSC  staff  was 
required. 

No  notice  of  any  kind  was  ever  sent  to 
Congress  concerning  the  Contra  covert  ac- 
tion conducted  by  the  NSC  staff.  On  the  con- 
trary, the  NSC  staff  took  every  step  to  keep 
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Congress  from  discovering  its  activities.  The 
covert  action  was  carried  out  in  violation  of 
the  Congressional  notice  provisions  of  the 
National  Security  Act. 


The  Iranian  Arms  Sales 

The  President  did  know  of  the  Iran  arms 
sales,  and  he  made  a  deliberate  decision  not 
to  notify  Congress.  Thus,  Congress  did  not 
learn  of  direct  arms  sales  to  Iran,  approved 
by  the  Finding  of  January  17,  1986,  until  the 
press  reported  it  in  November  1986.  Con- 
gress did  not  learn  of  the  December  5,  1985, 
Finding  approving  U.S.  participation  in  the 
Israeli  shipments  until  Poindexter's  testi- 
mony was  compelled  under  a  grant  of  immu- 
nity. As  a  consequence  of  the  President's 
decisions  not  to  notify  Congress,  the  opera- 
tion continued  for  over  a  year  through  failure 
after  failure,  and  when  Congress  finally  did 
learn,  it  was  not  through  notification  by  the 
Administration,  but  from  a  story  published 
in  a  Beirut  weekly. 

The  flexibility  afforded  the  President  for 
providing  notice  to  Congress  was  abused  by 
this  delay.  The  reason  cited  for  not  notifying 
Congress  was  not  that  there  was  insufficient 
time  to  notify  Congress — the  only  reason 
recognized  in  the  legislative  history  justify- 
ing absence  of  prior  notice — but  that  leaks 
might  result  and  could  endanger  the  hos- 
tages. There  was  no  evidence  to  support  such 
a  rationale.  The  hostages  had  value  to  their 
holders  only  while  they  were  alive.  The  Intel- 
ligence Committees  frequently  are  entrusted 
with  information  about  covert  operations  in 
which  disclosure  would  put  American  lives 
at  risk.  Moreover,  the  information  the  Ad- 
ministration withheld  from  Congress  was 
given  at  various  times  to  an  Iranian  interme- 
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diary  who  failed  several  CIA  lie  detector 
tests,  officials  of  the  Government  of  Iran, 
officials  of  the  Government  of  Israel,  officials 
of  the  Government  of  a  European  country, 
private  Israeli  businessmen,  and  private  U.S. 
citizens  who  did  not  have  security  clear- 
ances, such  as  Hakim. 

It  is  a  fair  conclusion,  therefore,  that  the 
Administration  chose  not  to  notify  Congress 
of  the  arms-for-hostages  initiative  precisely 
because  it  anticipated  Congress'  objections 
and  knew  that  the  Secretaries  of  State  and 
Defense  would  not  defend  the  initiative.  In- 
deed, the  Iran  initiative  was  contrary  to  long- 
standing national  policies  and  to  common 
sense,  and  the  Administration  might  have 
abandoned  the  plan  rather  than  disclose  it  to 
Congress. 

All  covert  actions  can  be  supported  by 
strong  arguments  for  secrecy.  If  the  Ad- 
ministration can  use  these  arguments  as  rea- 
sons to  withhold  notice  where  its  plans  are 
most  suspect,  Section  501  of  the  National 
Security  Act  is  all  but  nullified.  It  is  precisely 
when  a  covert  action  is  suspect  and  poten- 
tially embarrassing  that  Congressional  no- 
tice is  most  important.  It  is  also  then  that  the 
Administration  is  most  in  need  of  indepen- 
dent evaluations  and  criticism  of  proposed 
policies.  And  it  is  then  when  Congress,  the 
representative  of  the  people,  must  be  given  at 
least  the  opportunity  to  be  heard  in  secret 
before  action  that  could  be  calamitous  for  the 
Nation  is  carried  out. 


The  DEA  Hostage  Rescue 
Operation 

In  1985  and  1986,  the  NSC  used  DEA  agents 
to  conduct  a  covert  operation  designed  to 
free  the  hostages.  The  details  of  this  opera- 


tion  are  described  in  Chapter  23  of  this  Re- 
port. Congress  must  be  notified  of  such  oper- 
ations under  Section  501  of  the  National 
Security  Act. 

No  notice  of  any  kind  was  provided  to 
Congress  about  this  operation,  and  no  deci- 
sion was  ever  made  by  the  President  that 
prior  notice  should  be  withheld  or  delayed. 
Thus,  failure  to  notify  Congress  of  the  DEA 
covert  operation  violated  the  law. 


unless  it  is  authorized  by  a  written  Finding 
signed  by  the  President. 

There  was  no  written  Finding  signed  by 
the  President  approving  the  covert  action  by 
the  NSC  staff  in  support  of  the  Contras.  Thus 
the  NSC  staffs  activity  violated  this  direc- 
tive. 


VIOLATIONS  OF  18  U.S.C.  SECTION 
1001 


EXECUTIVE  ORDER  12333,  AND 
NSDD  159 

The  procedures  applicable  to  covert  actions 
are  governed  not  only  by  statutes,  but  by 
executive  orders  and  National  Security  Deci- 
sion Directives  (NSDDs).  These  are  written 
regulations  signed  by  the  President  of  the 
United  States,  and  are  binding  on  the  entire 
executive  branch  until  they  are  rescinded  or 
changed  by  the  President.  They,  too,  were 
violated. 

Executive  Order  12333  issued  by  the  Pres- 
ident provides  that  "no  agency  except  the 
CIA  .  .  .  may  conduct  any  special  activity 
(elsewhere  defined  to  include  covert  actions 
overseas)  unless  the  President  determines 
that  another  agency  is  more  likely  to  achieve 
a  particular  objective." 

There  was  no  Presidential  determination 
that  the  NSC  staff  should  conduct  the 
Contra  covert  operation,  and  thus  the  NSC 
staffs  covert  action  in  support  of  the  Con- 
tras violated  the  President's  executive 
order. 

Similarly,  National  Security  Decision  Di- 
rective 159,  promulgated  by  the  President, 
provides  that  no  covert  action  overseas  may 
be  conducted  by  any  agency  of  Government 


We  have  described  elsewhere  (Part  IV)  the 
elaborate  efforts  by  Government  officials  to 
conceal  their  Contra-support  activities  from 
Congress. 

It  is  enough  to  say  here  that,  among  other 
things,  Congress  was  told  by  an  Administra- 
tion official  orally  and  in  writing  in  1985  that 
the  NSC  staff  was  not  engaged  in  fundraising 
or  arranging  military  support  for  the  Con- 
tras. Congress  was  personally  told  by  North 
in  1986  that  he  was  not  engaged  in  fundrais- 
ing or  giving  military  advice  to  the  Contras. 
Congress  was  told  in  testimony  by  Adminis- 
tration officials  in  October  1986  that  the 
Government  had  no  connection  to  the  plane 
carrying  Eugene  Hasenfus.  And  Congress 
was  told  in  testimony  by  Administration  of- 
ficials in  October,  November,  and  December 
1986  that  the  Administration  was  not  in- 
volved in  raising  funds  for  the  Contras  from 
foreign  countries,  including  specifically 
funds  from  Country  2. 

These  statements  were  all  untrue.  They 
were  made  by  officials  who  had  varying  de- 
grees of  knowledge  about  the  facts  they  dis- 
cussed. Some  of  the  statements  may  have 
been  unintentionally  misleading  and  made 
by  officials  who  were  themselves  deceived; 
others  were  outright  falsehoods. 


355 


Most  of  these  statements  were  not  under 
oath.  But  for  the  branches  to  operate  in  a 
cooperative  relationship,  Congress  must  be 
able  to  rely  on  statements  even  if  unsworn. 
Congress  and  the  executive  branch  are  part- 
ners, not  adversaries. 

The  law  recognizes  this,  and  the  false 
statement  statute,  18  U.S.C.  1001,  provides 
felony  criminal  penalties  for  knowingly  false, 
fictitious,  and  fraudulent  statements  to  Con- 
gress, even  if  not  made  under  oath. 

Some  officials  claimed  they  were  forced  to 
choose  between  making  false  statements  and 
revealing  information  they  believed  should 
remain  secret.  Government  officials  may 
claim  any  valid  privilege  including  executive 
privilege,  as  a  basis  for  refusing  to  answer 
questions  or  provide  documents,  and  thus  set 
in  motion  procedures  for  lawfully  resolving 
the  claim.  But  under  the  U.S.  legal  system, 
public  officials  do  not  have  the  option  of 
making  false  statements  to  Congress. 


THE  DIVERSION- 
AMENDMENT 


■BOLAND 


came  from  Department  of  Defense  stocks. 
The  missiles  had  been  purchased  with  money 
appropriated  for  the  Department  of  Defense 
by  Congress,  and  the  missiles  belonged  to  the 
Department  of  Defense.  The  Department  of 
Defense  sold  the  missiles  to  the  Central  In- 
telligence Agency,  and  the  Central  Intelli- 
gence Agency  sold  the  missiles  to  Iran. 

The  memorandum  to  the  President  dated 
January  17,  1986,  outlining  the  arms  sales 
the  President  approved  that  day  spells  this 
out  very  clearly.  It  states  that  the  CIA 
would  purchase  the  missiles  from  DOD  and 
would  sell  the  missiles  "directly"  to  Iran, 
using  an  "agent" — i.e.,  the  various  Enter- 
prise companies — to  handle  the  actual  tran- 
sactions. 

Iran  paid  $28.5  million  for  those  weapons. 
In  the  ordinary  course,  the  purchase  price  is 
paid  to  the  seller,  i.e.,  the  CIA.  In  this  case, 
however,  National  Security  Adviser  Poin- 
dexter  decided,  on  North's  recommendation, 
that  only  a  portion  of  the  money  should  go 
to  the  CIA,  with  the  rest  remaining  in  the 
custody  of  Secord's  companies  before  being 
used  to  support  the  Contras.  Thus,  Poindex- 
ter  testified: 


The  Committees  find  that  the  diversion  of 
arms  sales  proceeds  to  the  Contras'  war  ef- 
fort was  an  evasion  of  the  Boland  Amend- 
ment no  matter  how  narrowly  that 
noncriminal  statute  is  construed. 

The  Boland  Amendment  provides  that 
"no  funds  available  to  the  Central  Intelli- 
gence Agency,  the  Department  of  Defense, 
or  any  other  agency  or  entity  involved  in 
intelligence  activities"  may  be  spent  for  mili- 
tary support  of  the  Contras.  (Emphasis 
added.) 

The  missiles  that  were  sold  to  Iran  in  1986 


Q:  Who  decided  how  that  money  would  be 
used? 

A:  The — my  guidance  to  Colonel  North  what 
he  requested  and  I  approved,  was  that  those 
funds  should  be  used  for  support  of  the  con- 
tras in  Central  America  so  they  could  keep 
pressure  on  the  Sandinistas. 

Q:  So  the  decision — and  I  think  you  said  ear- 
lier in  your  testimony,  "the  buck  stops 
here" — the  decision  as  to  how  that  money 
was  to  be  used  was  made  by  you? 

A:  Was  my  decision;  that  is  correct. 
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Poindexter  could  also  have  decided  that 
all  of  the  purchase  price  be  remitted  to  the 
CIA.  North  testified  as  follows: 

Q:  The  question  was,  if  those  higher-ups  in 
the  U.S.  Government  from  whom  you 
sought  approval  decided  that  the  $10  million 
[residue]  should  not,  any  part  of  it,  be  sent  to 
the  contras  but  should  all  come  back  to  the 
U.S.  Treasury,  that  is  what  would  have  hap- 
pened isn't  it? 

A:  Yes. 

Given  the  Enterprise's  status  as  an  agent, 
and  the  NSC  staffs  control  over  the  pricing 
and  the  proceeds  of  the  arms  sales,  the  full 
purchase  price  was  available  to  the  CIA. 
These  funds,  generated  from  the  sale  of  U.S. 
weapons,  could  no  more  be  diverted  to  the 
Contras  than  the  weapons  themselves. 


PROCEEDS  OF  ARMS  SALES— FUNDS 
OF  THE  UNITED  STATES 

The  Committees  find  that  the  full  proceeds  of 
the  arms  sales  to  Iran  belong  to  the  U.S. 
Government.  Consequently,  these  funds  are 
governed  by  statutes  applicable  to  Govern- 
ment funds,  including  statutes  prohibiting 
conversion  of  U.S.  Government  funds  to 
unauthorized  purposes. 

As  already  noted  in  the  previous  section, 
Secord's  Enterprise  received  the  purchase 
price  for  the  missiles  in  its  capacity  as  agent 
for  the  United  States.  This  conclusion  is 
strongly  supported  by  the  documentary  and 
testimonial  evidence.  The  President  ap- 
proved the  arms  sales  based  on  the  January 


17,  1986,  memorandum,  which  states  that 
the  purchase  price  "would  be  transferred  to 
an  agent  of  the  CIA,"  and  that  the  CIA 
would  "deliver  the  weapons  to  Iran  through 
the  agent."  That  memorandum  is  consistent 
on  this  point  with  other  documents  in  the 
Committees'  possession.*  Moreover,  as 
noted  above,  the  Enterprise  conducted  itself 
in  a  manner  consistent  with  its  status  as  an 
agent  of  the  United  States,  spending  money 
for  Government  purposes — for  the  Contras, 
for  a  foreign  country,  for  a  ship,  and  for  a 
DEA  operation — all  at  the  direction  of  Gov- 
ernment officials.  The  Enterprise's  profits 
from  the  Iran  arms  sales  were  not  the  result 
of  entrepeneurial  risks  or  skills.  The  Govern- 
ment determined  the  price  which  the  Enter- 
prise paid  for  the  missiles  and  approved  and 
negotiated  the  price  at  which  the  missiles 
were  sold  to  Iran. 

Government  funds  include  not  only  funds 
in  the  physical  possession  of  the  Govern- 
ment, but  funds  that,  although  in  the  posses- 
sion of  another,  are  under  the  Government's 
control.  When  an  agent  of  the  Government 
collects  money  owed  to  the  Government  by 
a  customer  of  the  Government,  the  money 
belongs  to  the  Government  and  cannot  be 
converted  to  some  other  use.  Arbuckle  v. 
United  States,  146  F.2d  657  (D.C.  Cir. 
1944). 


•Other  memorandums  confirm  the  Enterprise's  role  as  agent 
in  the  Iran  arms  sales.  The  proposal  to  sell  missiles  directly 
to  Iran  first  appeared  in  a  December  9,  1985,  memorandum 
from  North  to  Poindexter,  suggesting  "using  Secord  as  our 
conduit."  A  memorandum  by  CIA  General  Counsel  Stanley 
Sporkin  dated  January  15,  1986,  makes  three  separate  refer- 
ences to  an  "agent"  who  would  supply  the  weapons  to  Iran 
and  "act  as  a  middleman  with  our  authority."  And  the  Janu- 
ary 17,  1986,  Memorandum  to  the  President  makes  the  final 
proposal  to  have  the  CIA  transfer  the  weapons  "directly"  to 
Iran  "using  an  authorized  agent  as  necessary." 


357 


The  chief  legal  officer  of  the  United 
States  appears  to  be  in  agreement  with  the 
Committees  on  this  point.  The  Attorney 
General  of  the  United  States  took  the  posi- 
tion in  an  official  request  for  assistance  to 
the  Central  Authority  of  Switzerland,  dated 
December  12,  1986,  that  the  full  proceeds 
of  the  arms  sales  were  funds  of  the  United 
States;  and  gave  similar  testimony  to  these 
Committees.  Thus,  referring  to  these  funds 
he  said:  "I  would  say  that  as  a  general  mat- 
ter, it  is  highly  probable  that  those  funds 
should  be  on  a  constructive  trust  theory  or 
agency  theory  the  property  of  the  United 
States." 

Government  funds  coming  into  the  hands 
of  an  officer  or  agent  of  the  United  States 
must  be  paid  immediately  into  the  Treasury 
(31  U.S.C.  Sections  484,  3302)  and  may  not 
be  applied  to  some  other  use  (18  U.S.C.  Sec- 
tion 641).  Consequently,  it  is  the  Commit- 
tees' judgment  that  all  funds  derived  from 
the  proceeds  of  the  sale  of  arms  to  Iran  cur- 
rently in  the  custody  of  the  Enterprise  or  its 
representatives  belong  to  the  United  States 
and  by  law  should  be  returned  to  the  United 
States  Treasury  forthwith. 


IRAN  ARMS  SALES:  ARMS  EXPORT 
CONTROL  ACT 


the  arms  to  any  third  country  without  first 
obtaining  written  consent  of  the  United 
States. 

Under  the  AECA,  the  President  may  not 
provide  that  consent  unless:  (1)  the  United 
States  itself  would  transfer  those  arms  to  that 
country;  (2)  the  transferee  country  (here 
Iran)  agrees  in  writing  that  it  will  not  further 
transfer  the  items  without  obtaining  the  con- 
sent of  the  President;  and  (3)  the  President 
notifies  Congress  of  the  transfer  (22  U.S.C. 
Section  2753(a)). 

The  President's  authorization  of  the  1985 
Israeli  transfers  to  Iran  were  made  without 
even  a  pretense  of  compliance  with  the 
AECA  or  Israel's  written  agreements  with 
the  United  States.  No  written  consent  was 
sought  or  given;  and  even  if  Israel  had  sought 
a  written  consent,  this  Government  could 
not  have  given  it  without  changing  its  own 
regulations.  This  is  so  because  Iran,  which 
was  considered  a  terrorist  nation  by  the 
United  States  and  which  was  the  subject  of 
a  U.S.  arms  embargo,  was  not  eligible  for 
direct  sales.  No  written  Iranian  retransfer 
assurances  were  obtained  nor  could  they 
have  been.  Finally,  no  notice  was  given  to 
Congress. 

In  1985,  the  Secretary  of  Defense  stated 
vigorously  to  the  President  that  he  believed 
the  sales  were  illegal.  He  restated  his  belief 
before  these  Committees  in  1987: 


The  Committees  find  that  the  Administra- 
tion's approval  of  the  transfer  of  weapons  to 
Iran  by  Israel  violated  the  Arms  Export 
Control  Act  (AECA). 

All  the  HAWKs  and  TOWs  that  Israel 
transferred  to  Iran  in  1985  had  earlier  been 
obtained  from  the  United  States  under  the 
AECA.  Agreements  between  this  country 
and  Israel  prohibited  Israel  from  transferring 


A:  But  my  feeling  about  that  was,  as  I've 
mentioned  to  you  earlier,  that  the  Export 
Control  Act  doesn't  permit  a  blanket  ap- 
proval in  advance  or  anything  of  that  kind 
and  does  not  permit  exports,  did  not  permit 
exports  to  Iran,  neither  that  Act  nor  some 
others,  and  did  not  permit  the  Israelis  to 
export  anything  we  hadn't  specifically  au- 
thorized. 
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Q:  So  if  Israel  had  earlier  purchased  arms 
from  the  United  States  under  the  Arms  Ex- 
port Control  Act  and  not  pursuant  to  an 
intelligence  activity,  your  position  was  that 
the  law  forbade  them  to  transfer  them  to  any 
third  country  without  going  through  varius 
kinds  of  waivers  and  reporting  requirements? 

A:  Yes.  Right. 

Later  he  testified: 

Q:  So  it  would  have  been — you're  saying  it 
would  have  been  a  violation  of  law  for  Israel 
to  have — ? 

A:  I  don't  know  of  anything  that  would  have 
taken  it  out  of  the  normal  course.  I  haven't 
researched  the  problem  and  had  a  legal  opin- 
ion on  it.  My  view  is  that  our  Arms  Export 
Control  Act  would  make  that  kind  of  trans- 
action illegal,  yes.  That  is  just  my  own  con- 
clusion. 

The  Administration  takes  the  position 
that  the  CIA  may  transfer  weapons  as  part 
of  an  intelligence  operation,  outside  the  con- 
text of  the  AECA,  by  using  the  President's 
powers  under  the  National  Security  Act. 
That  is  the  approach  the  President  used  in 
1986  regarding  his  January  17,  1986,  Find- 
ing. However,  no  such  Finding  existed  for 
the  sale  of  504  TOWs;  only  a  retroactive 
Finding  existed  for  the  November  1985 
HAWKs  sale;  and  the  weapons  transferred 
by  Israel  to  Iran  were  governed  by  the 
AECA  having  been  earlier  transferred  to  Is- 
rael pursuant  to  that  Act. 

The  Department  of  Justice,  in  a  legal  opin- 
ion on  December  17,  1986,  concluded  that 
the  1985  Israeli  shipments  did  not  violate  the 
AECA.  In  reaching  this  conclusion,  the 
opinion  assumed  that  Israel  was  acting  solely 


as  a  "conduit"  in  a  direct  sale  by  the  United 
States  to  Iran;  that  the  United  States 
promptly  replenished  all  Israeli  weapons 
with  identical  weapons;  that  the  Israelis  had 
no  financial  interest  in  the  transaction;  and 
that  the  United  States  asked  Israel  to  engage 
in  these  transfers  as  an  accommodation  to 
the  United  States.  The  opinion  also  recog- 
nized that  its  conclusion  depended  on  the 
correctness  of  these  assumptions. 

The  assumptions  are,  in  fact,  incorrect.  It 
was  the  Israelis  who  first  suggested  and  en- 
gaged in  the  arms  sales.  Israel  was  more  than 
a  conduit.  The  initiative  was  considered  a 
joint  venture  by  the  United  States  and  Israel; 
Israel  ended  with  newer  TOWs  than  it 
started  with;  and  the  prolonged  negotiations 
over  replenishment  reveal  the  financial  inter- 
est Israel  had  in  the  transaction.  Since  its 
assumptions  were  incorrect,  the  legal  conclu- 
sion of  the  Department  of  Justice  opinion 
must  be  discounted.  Moreover,  even  if  the 
assumptions  were  correct,  it  is  not  clear  that 
the  Department  of  Justice  legal  opinion  is 
correct. 


VIOLATION  OF  18  U.S.C.  SECTION 
1505  AND  THE  PRESIDENTIAL 
RECORDS  ACT 

The  destruction  or  alteration  of  documents 
or  the  giving  of  false  testimony  to  frustrate  a 
Congressional  inquiry  is  a  felony  if  done  with 
"corrupt"  intent — i.e.,  the  purpose  of  imped- 
ing an  inquiry  (18  U.S.C.  Section  1505). 

Even  if  a  subpoena  has  not  been  issued,  an 
individual  on  notice  of  a  planned  Congressio- 
nal inquiry  cannot  lawfully  alter  or  destroy 
documents  for  the  purpose  of  preventing 
Congress  from  developing  the  facts  if  he 
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knows  such  documents  may  be  subpoenaed 
or  requested.  E.g.,  see  United  States  v.  Ve- 
sich,  724  F.2d  471  (5th  Cir.  1984);  United 
States  v.  Tallant,  407  F.Supp.  878,  888 
(N.D.  Ga.  1975). 

Starting  at  least  as  early  as  November  10, 
1986,  the  Administration  was  put  on  notice 
that  various  Congressional  committees 
planned  inquiries  into  the  sale  of  arms  to 
Iran.  Both  the  House  and  Senate  Intelligence 
Committees  told  the  White  House  of  the  in- 
quiries and  arranged  for  Poindexter  and 
Casey  to  appear  before  them  on  Friday,  No- 
vember 21,  1986.  Thereafter,  several  Ad- 
ministration officials  took  actions  which  had 
the  effect  of  concealing  this  Government's 
participation  in  the  Israeli  shipments  that  vi- 
olated the  Arms  Export  Control  Act. 

On  November  18,  1986,  3  days  before  the 
scheduled  appearance  of  Casey  and  Poindex- 
ter, Presidential  aides  began  to  focus  on  the 
legal  problems  attending  U.S.  involvement  in 
the  Israeli  shipments  made  prior  to  the  Janu- 
ary 17,  1986,  Finding.  Then  during  the  next 
3  days,  several  Administration  officials  in- 
volved in  the  pre-Finding  shipments  told 
conforming  stories  denying  U.S.  involve- 
ment in  these  shipments,  at  times  using  a 
false  cover  story  that  the  United  States  had 
been  told  the  Israelis  were  shipping  oil-dril- 
ling equipment,  not  arms.  These  officials 
wrote  this  false  cover  story  into  NSC 
chronologies;  they  told  the  false  cover  story 
in  one  version  or  another  to  Congress  and  to 
the  Attorney  General;  and  they  destroyed 
documents  that  would  have  revealed  the 
truth. 

The  full  facts  concerning  this  effort,  in  the 
face  of  imminent  Congressional  probes,  to 
alter  the  historical  record,  are  described  in 
Part  IV.  Whether  or  not  any  of  the  individu- 
als had  the  requisite  criminal  intent  to  violate 


18  U.S.C.  Section  1505,  their  conduct  vi- 
olated the  very  thrust  of  that  law — to  ensure 
that  Congress'  access  to  the  truth  would  not 
be  obstructed. 


IRAN:  THE  PRESIDENTIAL  RECORDS 
ACT 

Government  employees  do  not  have  the  dis- 
cretion to  destroy  or  alter  embarrassing  or 
incriminating  documents.  The  Presidential 
Records  Act  was  enacted  after  Watergate  for 
the  very  purpose  of  ensuring  that  official  rec- 
ords would  be  preserved.  The  Act  has  no 
criminal  penalties  but  it  was  willfully  vi- 
olated by  Poindexter  in  destroying  the  De- 
cember 1985  Finding. 


CONCLUSION 

Article  II,  Section  3  of  the  Constitution  di- 
rects that  the  President  "shall  take  care  that 
the  laws  be  faithfully  executed."  The  "take 
care"  clause  was  derived  from  the  English 
Bill  of  Rights,  which  forbade  the  King  from 
suspending  laws  that  he  did  not  like.  As  Jus- 
tice Jackson  stated,  the  "take  care"  clause 
signifies  "that  ours  is  a  government  of  laws, 
not  of  men." 

The  "take  care"  clause  embodies  the  prin- 
ciple of  accountability.  As  Gouverneur  Mor- 
ris, one  of  the  Constitutional  Convention 
delegates,  stated,  the  Framers  were  quite 
cognizant  that  "without  .  .  .  ministers  the 
Executive  can  do  nothing  of  consequence." 
At  the  same  time,  however,  they  understood 
that  a  government  of  the  people  could  not 
function  unless  the  elected  chief  executive 
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was  responsible  for  the  actions  of  his  ap- 
pointed subordinates.  In  1789,  Madison 
wrote  that  "[N]o  principle  is  more  clearly 
laid  down  in  the  Constitution,  than  that  of 
responsibility."  The  "take  care"  clause  so 
unpretentious  in  its  wording,  made  account- 
ability compatible  with  delegation.  Although 
they  recognized  that  executive  power  must 
be  exercised  by  subordinate  departments,  the 
Framers  nevertheless  required  the  President 
to  superintend  the  actions  of  those  depart- 
ments, thus  correcting  the  tendency  of  "plu- 
rality in  the  executive  ...  to  conceal  faults 
and  destroy  responsibility." 

The  President's  responsibility  to  supervise 
his  appointees  was  vigorously  debated  in  the 
first  session  of  Congress  when  the  President's 
power  to  remove  Cabinet  officers  was  ques- 
tioned. Many  of  the  members  had  been  dele- 
gates to  the  Constitutional  convention  or  the 
ratifying  conventions,  and  they  had  firsthand 
knowledge  of  the  Framers'  intent.  One  Mem- 
ber of  Congress,  Fisher  Ames,  stated,  "The 
executive  powers  are  delegated  to  the  Presi- 
dent with  a  view  to  have  a  responsible  officer 
to  superintend,  control,  inspect,  and  check 
the  officers  necessarily  employed  in  adminis- 
tering the  laws."  "If  anything  in  its  nature" 


is  executive,  James  Madison  explained,  "it 
must  be  that  power  which  is  employed  in 
superintending  and  seeing  that  the  laws  are 
faithfully  executed."  Representative  Lee  an- 
swered his  own  rhetorical  question,  "Is  not 
the  President  responsible  for  the  Administra- 
tion? He  certainly  is." 

In  modern  government,  with  its  hun- 
dreds of  thousands  of  employees,  a  Presi- 
dent obviously  cannot  personally  supervise 
the  acts  of  all  who  act  in  his  name.  But  if 
the  "take  care"  clause  has  any  vitality,  it 
invests  in  a  President  the  responsibility  for 
cultivating  a  respect  for  the  Constitution 
and  the  law  by  his  staff  and  closest  associ- 
ates. When  the  President's  National  Secu- 
rity Adviser,  who  had  daily  contact  with 
the  President,  can  assume  that  he  is  carry- 
ing out  the  President's  wishes  and  policy  in 
authorizing  the  diversion;  when  NSC  staff 
members  believe  that  the  destruction  of  of- 
ficial documents  is  appropriate  and  the 
deception  of  Congress  is  proper;  and  when 
laws  like  the  Boland  Amendment  can  be 
treated  as  if  they  do  not  exist,  then  clearly 
there  has  been  a  failure  in  the  leadership 
and  supervision  that  the  "take  care"  clause 
contemplated. 
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CHAPTER  28 


Recommendations 


It  is  the  conclusion  of  these  Committees  that 
the  Iran-Contra  Affair  resulted  from  the  fail- 
ure of  individuals  to  observe  the  law,  not 
from  deficiencies  in  existing  law  or  in  our 
system  of  governance.  This  is  an  important 
lesson  to  be  learned  from  these  investigations 
because  it  points  to  the  fundamental  sound- 
ness of  our  constitutional  processes. 

Thus,  the  principal  recommendations 
emerging  from  the  investigation  are  not  for 
new  laws  but  for  a  renewal  of  the  commit- 
ment to  constitutional  government  and 
sound  processes  of  decisionmaking. 

The  President  must  "take  care"  that  the 
laws  be  faithfully  executed.  This  is  both  a 
moral  and  legal  responsibility. 

Government  officials  must  observe  the 
law,  even  when  they  disagree  with  it. 

Decisionmaking  processes  in  foreign  pol- 
icy matters,  including  covert  action,  must 
provide  for  careful  consideration  of  all  op- 
tions and  their  consequences.  Opposing 
views  must  be  weighed,  not  ignored.  Un- 
sound processes,  in  which  participants  can- 
not even  agree  on  what  was  decided  (as  in  the 
case  of  the  initial  Iranian  arms  sale)  produce 
unsound  decisions. 

Congress'  role  in  foreign  policy  must  be 


recognized,  not  dismissed,  if  the  benefit  of  its 
counsel  is  to  be  realized  and  if  public  support 
is  to  be  secured  and  maintained. 

The  Administration  must  not  lie  to  Con- 
gress about  what  it  is  doing.  Congress  is  the 
partner,  not  the  adversary  of  the  executive 
branch,  in  the  formulation  of  policy. 

Excessive  secrecy  in  the  making  of  impor- 
tant policy  decisions  is  profoundly  antidemo- 
cratic and  rarely  promotes  sound  policy 
decisions. 

These  recommendations  are  not  remark- 
able. They  embody  the  principles  on  which 
this  country's  success  has  been  based  for  200 
years.  What  is  remarkable  is  that  they  were 
violated  so  freely  and  so  repeatedly  in  the 
Iran-Contra  Affair. 

Congress  cannot  legislate  good  judgment, 
honesty,  or  fidelity  to  law.  But  there  are  some 
changes  in  law,  particularly  relating  to  over- 
sight of  covert  operations,  that  would  make 
our  processes  function  better  in  the  future. 
They  are  set  forth  below: 

1.  Findings:  Timely  Notice 

The  Committees  recommend  that  Section 
501  of  the  National  Security  Act  be  amended 
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to  require  that  Congress  be  notified  prior  to 
the  commencement  of  a  covert  action  except 
in  certain  rare  instances  and  in  no  event  later 
than  48  hours  after  a  Finding  is  approved. 
This  recommendation  is  designed  to  assure 
timely  notification  to  Congress  of  covert  op- 
erations. 

Congress  was  never  notified  of  the  Iranian 
arms  sales,  in  spite  of  the  existence  of  a  stat- 
ute requiring  prior  notice  to  Congress  of  all 
covert  actions,  or,  in  rare  situations,  notice 
"in  a  timely  fashion."  The  Administration 
has  reasoned  that  the  risks  of  leaks  justified 
delaying  notice  to  Congress  until  after  the 
covert  action  was  over,  and  claims  that  no- 
tice after  the  action  is  over  constitutes  notice 
"in  a  timely  fashion."  This  reasoning  defeats 
the  purpose  of  the  law. 

2.  Written  Findings 

The  Committees  recommend  legislation  re- 
quiring that  all  covert  action  Findings  be  in 
writing  and  personally  signed  by  the  Presi- 
dent. Similarly,  the  Committees  recommend 
legislation  that  requires  that  the  Finding  be 
signed  prior  to  the  commencement  of  the 
covert  action,  unless  the  press  of  time  pre- 
vents it,  in  which  case  it  must  be  signed 
within  48  hours  of  approval  by  the  President. 

The  legislation  should  prohibit  retroactive 
Findings.  The  legal  concept  of  ratification, 
which  commonly  arises  in  commercial  law, 
is  inconsistent  with  the  rationale  of  Findings, 
which  is  to  require  Presidential  approval  be- 
fore any  covert  action  is  initiated. 

The  existing  law  does  not  require  explic- 
itly that  a  Presidential  Finding  approving  a 
covert  operation  be  in  writing,  although  ex- 
ecutive orders  signed  by  both  Presidents 
Carter  and  Reagan  required  that  they  be  in 
writing.  Despite  this  requirement,  a  PROF 


note  by  McFarlane  suggested  that  the  initial 
arms  sales  to  Iran  were  approved  by  a  "men- 
tal finding,"  and  there  is  conflicting  testi- 
mony about  whether  certain  actions  were 
orally  approved  by  the  President.  The  re- 
quirement of  a  written  Finding  will  remove 
such  uncertainties  in  the  future. 

3.  Disclosure  of  Written  Findings  to 
Congress 

The  Committees  recommend  legislation  re- 
quiring that  copies  of  all  signed  written  Find- 
ings be  sent  to  the  Congressional  Intelligence 
Committees. 

Since  existing  law  does  not  require  that 
covert  action  Findings  be  in  writing,  there 
currently  is  no  requirement  that  written 
Findings  be  disclosed  to  Congress.  The  exist- 
ing practice  has  been  not  to  provide  the  Intel- 
ligence Committees  with  a  signed  written 
Finding. 

4.  Findings:  Agencies  Covered 

The  Committees  recommend  that  a  Finding 
by  the  President  should  be  required  before  a 
covert  action  is  commenced  by  any  depart- 
ment, agency,  or  entity  of  the  United  States 
Government  regardless  of  what  source  of 
funds  is  used. 

The  existing  statutes  require  a  Presidential 
Finding  before  a  covert  action  is  conducted 
only  if  the  covert  action  uses  appropriated 
funds  and  is  conducted  by  the  Central  Intelli- 
gence Agency  (CIA).  By  executive  order  and 
National  Security  Decision  Directive 
(NSDD),  Presidential  Findings  are  required 
before  covert  actions  may  be  conducted  by 
any  agency.  Nonetheless,  both  the  National 
Security  Council  (NSC)  and  the  Drug  En- 
forcement Administration  (DEA)  became 
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engaged  in  covert  actions  without  Presiden- 
tial Findings  fully  authorizing  their  involve- 
ment. 

The  executive  order  requirement  is  sound. 
In  the  Committees'  judgment,  Presidential 
Findings  for  covert  actions  conducted  by  any 
agency  should  be  required  by  law.  Experi- 
ence suggests  that  Presidential  accountabil- 
ity, as  mandated  by  the  Finding  requirement, 
is  equally  as  important  in  the  case  of  covert 
actions  conducted  by  agencies  other  than  the 
CIA. 

The  Committees  also  believe  the  Finding 
requirement  should  apply  regardless  of  the 
source  of  funding  for  the  covert  action. 

5.  Findings:  Identifying  Participants 

The  Committees  recommend  legislation  re- 
quiring that  each  Finding  should  specify 
each  and  every  department,  agency,  or  entity 
of  the  United  States  Government  authorized 
to  fund  or  otherwise  participate  in  any  way 
in  any  covert  action  and  whether  any  third 
party,  including  any  foreign  country,  will  be 
used  in  carrying  out  or  providing  funds  for 
the  covert  action.  The  Congress  should  be 
informed  of  the  identities  of  such  third  par- 
ties in  an  appropriate  fashion. 

Current  law  does  not  require  a  Finding  to 
state  what  agencies,  third  parties,  or  coun- 
tries will  be  utilized  in  conducting  a  covert 
action.  The  Iran-Contra  investigation  de- 
monstrates that  disclosure  of  what  U.S. 
agencies  (such  as  the  NSC),  private  parties, 
or  foreign  countries  will  be  engaged  in  covert 
actions  are  matters  of  considerable  impor- 
tance if  Congress  is  to  fulfill  its  oversight 
responsibilities  adequately. 

The  record  of  the  Iran-Contra  investiga- 
tion reflects  repeated  efforts  by  the  executive 
branch  to  obtain  funds  from  third  countries 


for  covert  operations  and  for  other  causes  the 
Administration  supports. 

These  actions  raise  concerns  of  two  kinds. 
First,  there  is  a  risk  that  foreign  countries 
will  expect  something  in  return.  Second,  in 
an  extreme  case  such  as  that  presented  by  the 
record  of  these  hearings,  the  use  of  third 
country  or  private  funds  threatens  to  circum- 
vent Congress'  exclusive  power  of  the  purse. 


6.  Findings:  The  Attorney  General 

The  Committees  recommend  that  the  Attor- 
ney General  be  provided  with  a  copy  of  all 
proposed  Findings  for  purposes  of  legal  re- 
view. 

The  first  Iranian  arms  Finding  of  Decem- 
ber 5,  1985,  was  not  reviewed  by  the  Attor- 
ney General.  The  Attorney  General  did  give 
oral  advice  on  the  January  17  Finding  but 
did  not  do  the  analysis  or  research  that  a 
written  opinion  would  have  entailed.  The 
President,  the  intelligence  community,  and 
Congress  are  entitled  to  a  review  by  the 
country's  chief  legal  officer  to  ensure  that 
planned  covert  operations  are  lawful. 


7.  Findings:  Presidential  Reporting 

The  Committees  recommend  that  consistent 
with  the  concepts  of  accountability  inherent 
in  the  Finding  process,  the  obligation  to  re- 
port covert  action  Findings  should  be  placed 
on  the  President. 

Under  current  law,  it  is  the  head  of  the 
intelligence  entity  involved  which  has  the  ob- 
ligation to  report  to  Congress  on  covert  ac- 
tion. Yet  policy  choices  are  inherently  part  of 
the  Findings  process  and  it  is  the  President 
who  must  authorize  covert  operations 
through  the  signing  of  Findings. 
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8.  Recertification  of  Findings 

The  Committees  recommend  that  each  Find- 
ing shall  cease  to  be  operative  after  one  year 
unless  the  President  certifies  that  the  Finding 
is  still  in  the  national  interest.  The  executive 
branch  and  the  Intelligence  Committees 
should  conduct  frequent  periodic  reviews  of 
all  covert  operations. 

9.  Covert  Actions  Carried  Out  by  Other 
Countries 

The  Committees  believe  that  the  definition  of 
covert  action  should  be  changed  so  that  it 
includes  a  request  by  an  agency  of  the  United 
States  to  a  foreign  country  or  a  private  citi- 
zen to  conduct  a  covert  action  on  behalf  of 
the  United  States. 

10.  Reporting  Covert  Arms  Transfers 

The  Committees  recommend  that  the  law 
regulating  the  reporting  of  covert  arms  trans- 
fers be  changed  to  require  notice  to  Congress 
on  any  covert  shipment  of  arms  where  the 
transfer  is  valued  at  more  than  $1  million. 
Under  current  law,  the  Administration 
must  report  covert  arms  transfers  involving 
any  single  item  valued  at  more  than  $1  mil- 
lion. Since  a  TOW  or  a  HAWK  missile  is 
individually  worth  less  than  $1  million,  this 
reporting  requirement  did  not  apply  to  the 
Iranian  arms  sales  even  though  two  ship- 
ments involved  $10  million  in  arms  or  more. 
It  is  the  value  of  a  transfer,  not  the  value  of 
each  component  of  a  transfer,  that  matters. 

11.  NSC  Operational  Activities 

The  Committees  recommend  that  the  mem- 
bers and  staff  of  the  NSC  not  engage  in  cov- 
ert actions. 


By  statute  the  NSC  was  created  to  provide 
advice  to  the  President  on  national  security 
matters.  But  there  is  no  express  statutory 
prohibition  on  the  NSC  engaging  in  opera- 
tional intelligence  activities. 


12.  NSC  Reporting  to  Congress 

The  Committees  recommend  legislation  re- 
quiring that  the  President  report  to  Congress 
periodically  on  the  organization,  size,  func- 
tion, and  procedures  of  the  NSC  staff. 

Such  a  report  should  include  a  list  of  du- 
ties for  each  NSC  staff  position  from  the  Na- 
tional Security  Adviser  on  down,  and 
whether  incumbents  have  been  detailed  from 
a  particular  department  or  agency.  It  should 
include  a  description  of  the  President's 
guidelines  and  other  instructions  to  the  NSC, 
the  National  Security  Adviser,  and  NSC  staff 
for  their  activities.  Particular  attention 
should  be  paid  to  the  number  and  tenure  of 
uniformed  military  personnel  assigned  to  the 
NSC. 


13.  Privatization 

The  Committees  recommend  a  strict  ac- 
counting of  all  U.S.  Government  funds 
managed  by  private  citizens  during  the 
course  of  a  covert  action. 

The  record  of  the  Iran-Contra  hearings 
reflects  use  of  private  parties  to  conduct  dip- 
lomatic missions  and  covert  actions.  Private 
parties  can  be  of  considerable  use  to  the  Gov- 
ernment in  both  types  of  ventures  and  their 
use  should  be  permitted.  However,  the  re- 
cord reflects  that  funds  generated  during  a 
covert  action  are  subject  to  abuse  in  the 
hands  of  a  private  citizen  involved  in  con- 
ducting a  covert  action. 
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14.  Preservation  of  Presidential 
Documents 

The  Committees  recommend  that  the  Presi- 
dential Records  Act  be  reviewed  to  deter- 
mine how  it  can  be  made  more  effective. 
Possible  improvements  include  the  establish- 
ment of  a  system  of  consultation  with  the 
Archivist  of  the  United  States  to  ensure  com- 
plete compliance  with  the  Act,  the  creation 
of  a  program  of  education  of  affected  staff  as 
to  the  Act's  provisions,  and  the  attachment 
of  criminal  penalties  for  violations  of  the 
Act. 

During  the  Iran-Contra  hearings,  Oliver 
North,  John  Poindexter,  Fawn  Hall,  and 
others  admitted  to  having  altered  and  de- 
stroyed key  documents  relating  to  their  ac- 
tivities. Such  actions  constitute  violations  of 
the  Presidential  Records  Act,  which  was  in- 
tended to  ensure  the  preservation  of  docu- 
ments of  historical  value  that  were  generated 
by  the  Chief  Executive  and  his  immediate 
staff. 


15.  CIA  Inspector  General  and  General 
Counsel 

The  Committees  recommend  that  a  system 
be  developed  so  that  the  CIA  has  an  indepen- 
dent statutory  Inspector  General  confirmed 
by  the  Senate,  like  the  Inspectors  General  of 
other  agencies,  and  that  the  General  Counsel 
of  the  CIA  be  confirmed  by  the  Senate. 

The  CIA's  internal  investigation  of  the 
Iran-Contra  Affair — conducted  by  the  Office 
of  the  Inspector  General — paralleled  those 
of  the  Intelligence  Committees  and  then  the 
Iran  Committees.  It  contributed  to,  and 
cooperated  with,  the  Tower  Board.  Yet,  the 
Office  of  the  Inspector  General  appears  not 
to  have  had  the  manpower,  resources  or  te- 


nacity to  acquire  key  facts  uncovered  by  the 
other  investigations. 

The  Committees  also  believe  the  General 
Counsel  plays  an  important  role  in  these 
matters  and  accordingly  should  be  confirmed 
by  the  Senate. 

16.  Foreign  Bank  Records  Treaties 

The  Committees  recommend  that  treaties  be 
negotiated  with  foreign  countries  whose 
banks  are  used  to  conceal  financial  transac- 
tions by  U.S.  citizens,  and  that  these  treaties 
covering  foreign  bank  records  specify  that 
Congress,  not  just  the  Department  of  Justice, 
has  the  right  to  request,  to  receive,  and  to 
utilize  such  records. 

Many  of  the  important  records  relating  to 
the  Iran-Contra  Affair  were  generated  by 
foreign  banks  that  were  used  by  the  Enter- 
prise for  the  covert  arms  sales  to  Iran  and  the 
Contra  supply  operation.  The  Independent 
Counsel  has  sought  access  to  these  Swiss 
bank  records  pursuant  to  a  treaty  with  Swit- 
zerland. But  the  Independent  Counsel  and 
the  Justice  Department  do  not  believe  the 
Congressional  Committees  are  entitled 
under  the  terms  of  the  treaty  to  receive  these 
records.  New  treaties  should  assure  Con- 
gress of  access  to  such  records  and  should 
streamline  the  process  for  obtaining  them. 
The  Independent  Counsel  had  not  received 
all  of  the  Swiss  bank  records  after  9  months 
of  waiting.  Given  the  use  of  foreign  banks  by 
drug  dealers,  terrorists,  and  others  involved 
in  unlawful  activity,  it  is  more  essential  than 
ever  that  binding  secrecy  not  be  a  shield  for 
serious  criminal  conduct. 

17.  National  Security  Council 

The  Committees  recommend  that  all  statu- 
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tory  members  of  the  National  Security 
Council  should  be  informed  of  Findings. 

18.  Findings  Cannot  Supercede  Law 

The  Committees  recommend  legislation  af- 
firming what  the  Committees  believe  to  be 
the  existing  law:  that  a  Finding  cannot  be 
used  by  the  President  or  any  member  of  the 
executive  branch  to  authorize  an  action  in- 
consistent with,  or  contrary  to,  any  statute  of 
the  United  States. 


19.  Improving  Consistency  in  Dealing  with 
Security  Breaches 

The  Committees  recommend  that  consistent 
methods  of  dealing  with  leaks  of  classified 
information  by  government  officials  be  devel- 
oped. 

The  record  of  these  hearings  is  replete 
with  expressions  of  concern  by  executive 
branch  officials  over  the  problem  of  unau- 
thorized handling  and  disclosure  of  classified 
information.  The  record  is  also  replete  with 
evidence  that  high  NSC  officials  breached 
security  regulations  and  disclosed  classified 
documents  to  unauthorized  persons  when  it 
suited  their  purposes.  Yet  no  steps  have  been 
taken  to  withdraw  or  even  review  clearances 
of  such  people. 

20.  Review  of  Congressional  Contempt 
Statutes 

The  Committees  recommend  that  the  Con- 
gressional contempt  statutes  be  reviewed  by 
the  appropriate  Committees. 

There  is  a  need,  in  Congressional  investi- 
gations, for  a  swift  and  sure  method  of  com- 
pelling compliance  with  Congressional 
orders  for  production  of  documents  and  the 


obtaining  of  testimony.  These  investigations 
raised  questions  about  the  adequacy  of  exist- 
ing statutes. 

In  addition,  new  legislation  should  make 
clear  that  a  Congressional  deposition,  in- 
cluding one  conducted  by  staff,  is  a  "pro- 
ceeding" at  which  testimony  may  be 
compelled  under  the  immunity  statute,  18 
U.S.C.  Section  6001  el  seq. 

21.  Review  of  Special  Compartmented 
Operations  Within  the  Department  of 
Defense 

The  Committees  recommend  that  oversight 
by  Intelligence  and  Armed  Services  Commit- 
tees of  Congress  of  special  compartmented 
operations  within  the  Department  of  De- 
fense be  strengthened  to  include  systematic 
and  comprehensive  review  of  all  such  pro- 
grams. 


22.  Review  of  Weapons  Transfers  by 
Chairman  of  Joint  Chiefs  of  Staff 

The  Committees  recommend  that  the  Presi- 
dent issue  an  order  requiring  that  the  Chair- 
man of  the  Joint  Chiefs  of  Staff  should  be 
consulted  prior  to  any  transfer  of  arms  by  the 
United  States  for  purposes  of  presenting  his 
views  as  to  the  potential  impact  on  the  mili- 
tary balance  and  on  the  readiness  of  United 
States  forces. 


23.  National  Security  Adviser 

The  Committees  recommend  that  Presidents 
adopt  as  a  matter  of  policy  the  principle  that 
the  National  Security  Adviser  to  the  Presi- 
dent of  the  United  States  should  not  be  an 
active  military  officer  and  that  there  should 
be  a  limit  placed  on  the  tour  of  military  of- 
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cers  assigned  to  the  staff  of  the  National 
Security  Council. 

24.  Intelligence  Oversight  Board 

The  Committees  recommend  that  the  Intelli- 
gence Oversight  Board  be  revitalized  and 
strengthened. 

25.  Review  of  Other  Laws 

The  Committees  suggest  that  appropriate 
standing  Committees  review  certain  laws  for 
possible  changes: 


Committees  be  strengthened  by  acquisition 
of  an  audit  staff. 

b.  The  Committees  recommend  that  the 
appropriate  oversight  committees  conduct 
review  of  sole-source  contracts  for  potential 
abuse. 

c.  The  Committees  recommend  that  uni- 
form procedures  be  developed  to  ensure  that 
classified  information  is  handled  in  a  secure 
manner  and  that  such  procedures  should  in- 
clude clear  and  strengthened  sanctions  for 
unauthorized  disclosure  of  national  security 
secrets  or  classified  information  which  shall 
be  strictly  enforced. 


a.  Should  restrictions  on  sales  of  arms  to  cer- 
tain countries  under  the  Arms  Export  Control 
Act  ("AECA")  and  other  statutes  governing 
overt  sales  be  made  applicable  to  covert  sales? 

b.  Should  the  Hostage  Act  be  repealed  or 
amended? 

c.  Should  enforcement  or  monitoring  provi- 
sions be  added  to  the  AECA  so  that  we  better 
control  retransfers  of  U.S.-manufactured  arms 
by  countries  to  whom  we  sell  them? 


26.  Recommendations  for  Congress 

a.   The  Committees   recommend  that   the 
oversight    capabilities    of   the    Intelligence 


27.  Joint  Intelligence  Committee 

The  Committees  recommend  against  con- 
solidating the  separate  House  and  Senate  In- 
telligence Committees  into  a  single  joint 
committee.  We  believe  that  such  consolida- 
tion would  inevitably  erode  Congress'  ability 
to  perform  its  oversight  function  in  connec- 
tion with  intelligence  activities  and  covert 
operations.  Congress  has  structured  its  sys- 
tem for  effective  oversight  in  this  area  to 
meet  the  need  for  secrecy  that  necessarily 
accompanies  intelligence  activities  and  the 
creation  of  a  single  oversight  committee 
would  simply  add  nothing  to  this  effort. 
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INTRODUCTION 


CHAPTER  1 


Introduction 


President  Reagan  and  his  staff  made  mis- 
takes in  the  Iran-Contra  Affair.  It  is  impor- 
tant at  the  outset,  however,  to  note  that  the 
President  himself  has  already  taken  the  hard 
step  of  acknowledging  his  mistakes  and 
reacting  precisely  to  correct  what  went 
wrong.  He  has  directed  the  National  Security 
Council  staff  not  to  engage  in  covert  opera- 
tions. He  has  changed  the  procedures  for 
notifying  Congress  when  an  intelligence  ac- 
tivity does  take  place.  Finally,  he  has  in- 
stalled people  with  seasoned  judgment  to  be 
White  House  Chief  of  Staff,  National  Secu- 
rity Adviser,  and  Director  of  Central  Intelli- 
gence. 

The  bottom  line,  however,  is  that  the  mis- 
takes of  the  Iran-Contra  Affair  were  just 
that — mistakes  in  judgment,  and  nothing 
more.  There  was  no  constitutional  crisis,  no 
systematic  disrespect  for  "the  rule  of  law," 
no  grand  conspiracy,  and  no  Administra- 
tion-wide dishonesty  or  coverup.  In  fact,  the 
evidence  will  not  support  any  of  the  more 
hysterical  conclusions  the  Committees'  Re- 
port tries  to  reach. 

No  one  in  the  government  was  acting 
out  of  corrupt  motives.  To  understand  what 


they  did,  it  is  important  to  understand  the 
context  within  which  they  acted.  The  deci- 
sions we  have  been  investigating  grew  out 
of: 

—  Efforts  to  pursue  important  U.S.  interests 
both  in  Central  America  and  in  the  Mid- 
dle East; 

—  A  compassionate,  but  disproportionate, 
concern  for  the  fate  of  American  citizens 
held  hostage  in  Lebanon  by  terrorists, 
including  one  CIA  station  chief  who  was 
killed  as  a  result  of  torture; 

—  A  legitimate  frustration  with  abuses  of 
power  and  irresolution  by  the  legislative 
branch;  and 

—  An  equally  legitimate  frustration  with 
leaks  of  sensitive  national  security  secrets 
coming  out  of  both  Congress  and  the  ex- 
ecutive branch. 

Understanding  this  context  can  help  explain 
and  mitigate  the  resulting  mistakes.  It  does 
not  explain  them  away,  or  excuse  their  hav- 
ing happened. 
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The  Committees'  Report  and  the 
Ongoing  Battle 

The  excesses  of  the  Committees'  Report  are 
reflections  of  something  far  more  profound. 
Deeper  than  the  specifics  of  the  Iran-Contra 
Affair  lies  an  underlying  and  festering  insti- 
tutional wound  these  Committees  have  been 
unwilling  to  face.  In  order  to  support  rhetori- 
cal overstatements  about  democracy  and  the 
rule  of  law,  the  Committees  have  rested  their 
case  upon  an  aggrandizing  theory  of  Con- 
gress' foreign  policy  powers  that  is  itself  part 
of  the  problem.  Rather  than  seeking  to  heal, 
the  Committees'  hearings  and  Report  betray 
an  attitude  that  we  fear  will  make  matters 
worse.  The  attitude  is  particularly  regretta- 
ble in  light  of  the  unprecedented  steps  the 
President  took  to  cooperate  with  the  Com- 
mittees, and  in  light  of  the  actions  he  already 
has  taken  to  correct  past  errors. 

A  substantial  number  of  the  mistakes  of 
the  Iran-Contra  Affair  resulted  directly  from 
an  ongoing  state  of  political  guerrilla  warfare 
over  foreign  policy  between  the  legislative 
and  executive  branches.  We  would  include  in 
this  category  the  excessive  secrecy  of  the  Iran 
initiative  that  resulted  from  a  history  and 
legitimate  fear  of  leaks.  We  also  would  in- 
clude the  approach  both  branches  took  to- 
ward the  so-called  Boland  Amendments. 
Congressional  Democrats  tried  to  use 
vaguely  worded  and  constantly  changing 
laws  to  impose  policies  in  Central  America 
that  went  well  beyond  the  law  itself.  For  its 
own  part,  the  Administration  decided  to 
work  within  the  letter  of  the  law  covertly, 
instead  of  forcing  a  public  and  principled 
confrontation  that  would  have  been  healthier 
in  the  long  run. 

Given  these  kinds  of  problems,  a  sober  ex- 


amination of  legislative-executive  branch  re- 
lations in  foreign  policy  was  sorely  needed.  It 
still  is.  Judgments  about  the  Iran-Contra  Af- 
fair ultimately  must  rest  upon  one's  views 
about  the  proper  roles  of  Congress  and  the 
President  in  foreign  policy.  There  were  many 
statements  during  the  public  hearings,  for 
example,  about  the  rule  of  law.  But  the  fun- 
damental law  of  the  land  is  the  Constitution. 
Unconstitutional  statutes  violate  the  rule  of 
law  every  bit  as  much  as  do  willful  violations 
of  constitutional  statutes.  It  is  essential, 
therefore,  to  frame  any  discussion  of  what 
happened  with  a  proper  analysis  of  the  Con- 
stitutional allocation  of  legislative  and  execu- 
tive power  in  foreign  affairs. 

The  country's  future  security  depends 
upon  a  modus  vivendi  in  which  each  branch 
recognizes  the  other's  legitimate  and  consti- 
tutionally sanctioned  sphere  of  activity.  Con- 
gress must  recognize  that  an  effective  foreign 
policy  requires,  and  the  Constitution  man- 
dates, the  President  to  be  the  country's  for- 
eign policy  leader.  At  the  same  time,  the 
President  must  recognize  that  his  preemi- 
nence rests  upon  personal  leadership,  public 
education,  political  support,  and  interbranch 
comity.  Interbranch  comity  does  not  require 
Presidential  obsequiousness,  of  course.  Presi- 
dents are  elected  to  lead  and  to  persuade.  But 
Presidents  must  also  have  Congressional 
support  for  the  tools  to  make  foreign  policy 
effective.  No  President  can  ignore  Congress 
and  be  successful  over  the  long  term.  Con- 
gress must  realize,  however,  that  the  power 
of  the  purse  does  not  make  it  supreme.  Lim- 
its must  be  recognized  by  both  branches,  to 
protect  the  balance  that  was  intended  by  the 
Framers,  and  that  is  still  needed  today  for 
effective  policy.  This  mutual  recognition  has 
been  sorely  lacking  in  recent  years. 
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WHY  WE  REJECT  THE  COMMITTEES' 
REPORT 

Sadly,  the  Committees'  Report  reads  as  if  it 
were  a  weapon  in  the  ongoing  guerrilla  war- 
fare, instead  of  an  objective  analysis.  Evi- 
dence is  used  selectively,  and  unsupported 
inferences  are  drawn  to  support  politically 
biased  interpretations.  As  a  result,  we  feel 
compelled  to  reject  not  only  the  Committees' 
conclusions,  but  the  supposedly  "factual" 
narrative  as  well. 

We  always  knew,  of  course,  that  there 
would  be  differences  of  interpretation.  We 
had  hoped  at  the  start  of  this  process,  how- 
ever, to  arrive  at  a  mutually  agreeable  state- 
ment of  facts.  Unfortunately,  that  was  not  to 
be.  The  narrative  is  not  a  fair  description  of 
events,  but  an  advocate's  legal  brief  that  ar- 
rays and  selects  so-called  "facts"  to  fit  pre- 
conceived theories.  Some  of  the  resulting 
narrative  is  accurate  and  supported  by  the 
evidence.  A  great  deal  is  overdrawn,  specula- 
tive, and  built  on  a  selective  use  of  the  Com- 
mittees' documentary  materials. 

The  tone  of  the  Report  flows  naturally 
from  the  tone  of  the  Committees'  televised 
hearings.  We  feel  strongly  that  the  decision 
to  air  the  hearings  compromised  some  intelli- 
gence sources  and  methods  by  broadcasting 
inadvertent  slips  of  the  tongue.  But  one  thing 
television  did  do  successfully  was  lay  bare 
the  passions  that  animated  too  much  of  the 
Committees'  work.  Who  can  forget  the  mas- 
sive displays  of  travelers'  checks  being  shown 
to  the  country  to  discredit  Col.  North's  char- 
acter, weeks  before  he  would  be  given  a 
chance  to  reply?  Or  the  "j'accuse"  atmo- 
sphere with  which  witnesses  were  con- 
fronted, beginning  with  the  first  week's 
prosecutorial  confrontation  with  General  Se- 


cord,  as  Members  used  the  witnesses  as  ob- 
jects for  lecturing  the  cameras?  These  tactics 
had  little  to  do  with  factfinding,  or  with  a 
careful  review  of  policies  and  institutional 
processes. 

Our  reasons  for  rejecting  the  Committees' 
Report  can  best  be  understood  by  sampling 
a  few  of  its  major  conclusions.  By  presenting 
these  examples,  we  hope  to  alert  conscien- 
tious readers — whether  they  agree  with  our 
interpretations  or  not — to  take  the  narrative 
with  a  very  large  grain  of  salt.  Regrettably, 
readers  seeking  the  truth  will  be  forced  to 
wade  through  a  mass  of  material  to  arrive  at 
an  independent  judgment. 


The  President's  Knowledge  of  the 
Diversion 

The  most  politically  charged  example  of  the 
Committees'  misuse  of  evidence  is  in  the  way 
it  presents  the  President's  lack  of  knowledge 
about  the  "diversion" — that  is,  the  decision 
by  the  former  National  Security  Adviser, 
Admiral  John  Poindexter,  to  authorize  the 
use  of  some  proceeds  from  Iran  arms  sales  to 
support  the  Nicaraguan  democratic  Resist- 
ance, or  Contras.  This  is  the  one  case  out  of 
thousands  in  which  the  Committees — in- 
stead of  going  beyond  the  evidence  as  the 
Report  usually  does — refused  instead  to  ac- 
cept the  overwhelming  evidence  with  which 
it  was  presented.  The  Report  does  grudg- 
ingly acknowledge  that  it  cannot  refute  the 
President's  repeated  assertion  that  he  knew 
nothing  about  the  diversion  before  Attorney 
General  Edwin  Meese  discovered  it  in  No- 
vember 1986.  Instead  of  moving  forward 
from  this  to  more  meaningful  policy  ques- 
tions, however,  the  Report  seeks,  without 
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any  support,  to  plant  doubts.  We  will  never 
know  what  was  in  the  documents  shredded 
by  Lt.  Col.  Oliver  L.  North  in  his  last  days 
on  the  NSC  staff,  the  Report  says.  Of  course 
we  will  not.  That  same  point  could  have  been 
made,  however,  to  cast  unsupported  doubt 
upon  every  one  of  the  Report's  own  conclu- 
sions. This  one  seems  to  be  singled  out  be- 
cause it  was  where  the  President  put  his  own 
credibility  squarely  on  the  line. 

The  evidence  shows  that  the  President  did 
not  know  about  the  diversion.  As  we  discuss 
at  length  in  our  chapter  on  the  subject,  this 
evidence  includes  a  great  deal  more  than  just 
Poindexter's  testimony.  Poindexter  was  cor- 
roborated in  different  ways  by  the  President's 
own  diaries  and  by  testimony  from  North, 
Meese,  Commander  Paul  Thompson  (for- 
merly the  NSC's  General  Counsel),  and  for- 
mer White  House  Chief  of  Staff  Donald 
Regan.  The  conclusion  that  the  President  did 
not  know  about  the  diversion,  in  other 
words,  is  one  of  the  strongest  of  all  the  infer- 
ences one  can  make  from  the  evidence  before 
these  Committees.  Any  attempt  to  suggest 
otherwise  can  only  be  seen  as  an  effort  to  sow 
meritless  doubts  in  the  hope  of  reaping  a 
partisan  political  advantage. 


The  Idea  for  the  Diversion  and  the 
Use  of  Israeli  Evidence 

In  the  normal  course  of  the  narrative's  hun- 
dreds of  pages,  the  lack  of  objectivity  stems 
more  from  the  way  it  selects,  and  makes 
questionable  inferences,  from  a  scarcity  of 
evidence,  rather  than  a  deliberate  decision  to 
ignore  what  is  available.  This  becomes  most 
obvious  when  we  see  a  witness  dismissed  as 
being  not  credible  for  one  set  of  events,  and 
then  see  the  same  witnesses'  uncorroborated 


testimony  become  the  basis  for  a  major  set  of 
assertions  about  other  events.  If  these  flip- 
flops  could  be  explained  by  neutral  rules  of 
evidence,  or  if  they  were  random,  we  could 
treat  them  more  lightly.  But  something  quite 
different  seems  to  be  at  work  here.  The  narra- 
tive seems  to  make  every  judgment  about  the 
evidence  in  favor  of  the  interpretation  that 
puts  the  Administration  in  the  worst  possible 
light.  Two  examples  involving  North  will 
make  the  point  clearly.  The  first  has  to  do 
with  when  he  first  got  the  idea  for  a  diver- 
sion. 

North  testified  that  he  first  got  the  idea  for 
diverting  some  of  the  Iran  arms  sale  proceeds 
to  the  Contras  from  Manucher  Ghorbanifar 
at  a  London  hotel  meeting  in  late  January 
1986.  He  acknowledged  that  the  subject  of 
using  the  residuals  to  replenish  Israeli 
weapon  supplies,  and  for  related  operations, 
came  up  in  a  discussion  with  Amiram  Nir,  an 
Israeli  official,  in  late  December  or  early  Jan- 
uary. North  specifically  said,  however,  that 
the  Nir  conversation  had  nothing  to  do  with 
the  Contras. 

The  Committees  also  received  a  chronol- 
ogy from  the  Israeli  Government,  however, 
that  claimed  North  told  Israeli  supply  offi- 
cials in  New  York  on  December  6  that  the 
Contras  needed  money,  and  that  he  intended 
to  use  proceeds  from  the  Iran  arms  sales  to 
get  them  some.  When  North  was  asked 
about  the  December  6  meeting,  he  reiterated 
that  he  did  not  recall  discussing  the  Contras 
with  anyone  involved  in  the  Iran  initiative 
before  the  late  January  meeting  with  Ghor- 
banifar. 

The  Committees'  Report  has  used  the  Is- 
raeli chronology,  and  the  timing  of  North's 
alleged  December  6  conversation,  to  suggest 
that  the  idea  of  gaining  funds  for  the  Nica- 
raguan  Resistance  was  an  important  consid- 
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eration  that  kept  the  Iran  arms  initiative 
alive,  more  than  a  month  before  the  Presi- 
dent signed  the  Finding  of  January  17.  The 
problem  with  making  this  important  infer- 
ence is  that  we  have  no  way  of  knowing 
whether  the  Israeli  chronology  is  accurate.  It 
may  be,  but  then  again  it  may  not.  The  Gov- 
ernment of  Israel  made  its  chronology  avail- 
able to  the  Committees  fairly  late  in  our 
investigations,  and  consistently  refused  to  let 
key  Israeli  participants  give  depositions  to 
the  Committees'  counsel. 

We  have  no  quarrel  with  the  fact  that  Is- 
rael, or  any  other  sovereign  nation,  may  re- 
fuse to  let  its  officials  and  private  citizens  be 
subject  to  interrogation  by  a  foreign  legisla- 
ture. The  United  States,  no  doubt,  would  do 
the  same.  But  we  do  object  vehemently  to 
the  idea  that  the  Committees  should  use  un- 
sworn and  possibly  self-serving  information 
from  a  foreign  government  to  reject  sworn 
testimony  given  by  a  U.S.  official — par- 
ticularly when  the  U.S.  official's  testimony 
was  given  under  a  grant  of  immunity  that 
protected  him  from  prosecution  arising  out 
of  the  testimony  for  any  charge  except  per- 
jury. 

Even  if  North  did  mention  the  Contras  to 
the  Israeli  supply  officials  in  early  December, 
however,  the  inference  made  from  the  timing 
would  be  unfair.  The  Committees  have  no 
evidence  that  would  give  them  any  reason  to 
believe  that  anyone  other  than  North  even 
considered  the  Contras  in  connection  with 
the  Iran  arms  sales  before  the  January  Find- 
ing. Poindexter  specifically  testified  that  he 
first  heard  of  the  idea  when  North  asked  him 
to  authorize  it  in  February.  North  testified 
that  he  first  mentioned  the  idea  to  the  Direc- 
tor of  Central  Intelligence,  William  J.  Casey, 
at  about  the  same  time,  in  late  January  or 
early  February,  after  the  post-finding  Lon- 


don meeting.  More  importantly,  North  and 
Poindexter  both  testified  that  no  one  else  in 
the  U.S.  Government  was  told  about  a  diver- 
sion before  this  time.  What  that  means  is  that 
the  diversion  cannot  possibly  have  been  a 
consideration  for  people  at  the  policymaking 
level  when  the  President  decided  to  proceed 
with  the  Iran  initiative  in  January. 


Off-the-Shelf,  Privately  Funded 
Covert  Operations 

Paradoxically,  the  Committees  seem  to  have 
had  no  difficulty  swallowing  North's  testi- 
mony that  Director  Casey  intended  to  create 
a  privately  funded,  off-the-shelf  covert  opera- 
tions capability  for  use  in  a  variety  of  un- 
foreseen circumstances.  This  is  despite  the 
fact  that  two  people  close  to  Casey  at  the 
CIA,  Deputy  Director  of  Central  Intelli- 
gence John  M.  McMahon  and  Deputy  Di- 
rector for  Operations  Clair  George,  both 
denied  Casey  would  ever  have  countenanced 
such  an  idea.  "My  experience  with  Bill  Casey 
was  absolute,"  said  George.  "He  would 
never  have  approved  it." 

We  have  to  concede  the  possibility,  of 
course,  that  Casey  might  have  discussed 
such  an  idea  speculatively  with  North  with- 
out mentioning  it  to  others  at  the  CIA.  As 
with  so  many  other  questions,  we  will  never 
know  the  answers  with  certainty.  Casey's 
terminal  illness  prevented  him  from  testify- 
ing between  December  1986  and  his  death  in 
May  1987.  Nevertheless,  it  is  interesting  to 
note  how  much  the  majority  is  willing  to 
make  of  one  uncorroborated,  disputed  North 
statement  that  happens  to  suit  its  political 
purpose,  in  light  of  the  way  it  treats  others  by 
North  that  are  less  convenient  for  the  narra- 
tive's thesis. 
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The  Allegation  of  Systematic 
Cover-up 

The  Report  also  tries  to  present  the  events  of 
November  1986  as  if  they  represent  a  system- 
atic attempt  by  the  Administration  to  cover 
up  the  facts  of  the  Iran  initiative.  The  reason 
for  the  alleged  coverup,  it  is  suggested,  was 
to  keep  the  American  people  from  learning 
that  the  1985  arms  sales  were  "illegal." 

There  can  be  no  question  that  the  Ad- 
ministration was  reluctant  to  make  all  of  the 
facts  public  in  early  November,  when  news 
of  the  arms  sales  first  came  out  in  a  Lebanese 
weekly.  It  is  clear  from  the  evidence  that  this 
was  a  time  when  covert  diplomatic  discus- 
sions were  still  being  conducted  with  Iran, 
and  there  was  some  basis  for  thinking  more 
hostages  might  be  released.  We  consider  the 
Administration's  reticence  in  the  early  part 
of  the  month  to  have  been  completely  jus- 
tifiable. 

However,  as  November  1986  wore  on, 
Poindexter.  and  North  did  falsify  the  docu- 
mentary record  in  a  way  that  we  find  deplor- 
able. The  outstanding  fact  about  the  late 
November  events,  however,  is  that  Attorney 
General  Meese  understood  the  importance 
of  getting  at  the  truth.  Working  on  a  very 
tight  schedule,  Meese  and  three  others  from 
the  Department  of  Justice  managed  to  un- 
cover the  so-called  "diversion  memoran- 
dum" and  reported  it  to  the  President.  The 
President  immediately  removed  Poindexter 
and  North  from  the  NSC  staff.  Shortly  after- 
wards, he  asked  for  an  Independent  Counsel 
to  be  appointed,  appointed  the  Tower  Board, 
and  supported  the  establishment  of  select 
Congressional  investigative  committees,  to 
which  he  has  given  unprecedented  coopera- 
tion. 

The  Committees'  Report  criticizes  Meese 


for  not  turning  his  fact-finding  operation  into 
a  formal  criminal  investigation  a  day  or  two 
earlier  than  he  did.  In  fact,  the  Report 
strongly  tries  to  suggest  that  Meese  either 
must  have  been  incompetent  or  must  have 
been  trying  to  give  Poindexter  and  North 
more  time  to  cover  their  tracks.  We  consider 
the  first  of  these  charges  to  be  untrue  and  the 
second  to  be  outrageous.  We  shall  show  in  a 
later  chapter  that  Meese  worked  with  the 
right  people,  and  the  right  number  of  them, 
for  a  national  security  fact-finding  investiga- 
tion. Whatever  after-the-fact  criticism  peo- 
ple may  want  to  make,  it  is  irresponsible  to 
portray  the  Administration,  in  light  of 
Meese's  behavior,  as  if  it  were  interested  in 
anything  but  learning  the  truth  and  getting  it 
out  as  quickly  as  possible. 


The  "Rule  of  Law" 

Finally,  the  Committees'  Report  tries — al- 
most as  an  overarching  thesis — to  portray 
the  Administration  as  if  it  were  behaving 
with  wanton  disregard  for  the  law.  In  our 
view,  every  single  one  of  the  Committees' 
legal  interpretations  is  open  to  serious  ques- 
tion. On  some  issues — particularly  the  ones 
involving  the  statutes  governing  covert  oper- 
ations— we  believe  the  law  to  be  clearly  on 
the  Administration's  side.  In  every  other 
case,  the  issue  is  at  least  debatable.  In  some, 
such  as  the  Boland  Amendment,  we  are  con- 
vinced we  have  by  far  the  better  argument.  In 
a  few  others — such  as  who  owns  the  funds 
the  Iranians  paid  Gen.  Richard  Secord  and 
Albert  Hakim — we  see  the  legal  issue  as 
being  close.  During  the  course  of  our  full 
statement,  we  shall  indicate  which  is  which. 
What  the  Committees'  Report  has  done 
with  the  legal  questions,  however,  is  to  issue 
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a  one-sided  legal  brief  that  pretends  the  Ad- 
ministration did  not  even  have  worthwhile 
arguments  to  make.  As  if  that  were  not 
enough,  the  Report  tries  to  build  upon  these 
one-sided  assertions  to  present  a  politicized 
picture  of  an  Administration  that  behaved 
with  contempt  for  the  law.  If  nothing  else 
would  lead  readers  to  view  the  Report  with 
extreme  skepticism,  the  adversarial  tone  of 
the  legal  discussion  should  settle  the  matter. 


OUR  VIEW  OF  THE  IRAN-CONTRA 
AFFAIR 


company  not  only  with  the  Committees  Re- 
port's answers,  but  with  the  very  questions  it 
identifies  as  being  the  most  significant. 

There  are  common  threads  to  what  we 
think  went  wrong  with  the  Administration's 
policies  toward  Central  America  and  Iran. 
Before  we  can  identify  those  threads,  how- 
ever, we  will  give  a  very  brief  overview  of  the 
two  halves  of  the  Committees'  investigations. 
For  both  halves,  we  begin  with  the  context 
within  which  decisions  were  made,  describe 
the  decisions,  and  then  offer  some  judg- 
ments. After  taking  the  parts  separately,  we 
will  then  be  in  a  position  to  talk  about  com- 
monalities. 


The  main  issues  raised  by  the  Iran-Contra 
Affair  are  not  legal  ones,  in  our  opinion.  This 
opinion  obviously  does  have  to  rest  on  some 
legal  conclusions,  however.  We  have  summa- 
rized our  legal  conclusions  at  the  end  of  this 
introductory  chapter.  The  full  arguments  ap- 
pear in  subsequent  chapters.  In  our  view,  the 
Administration  did  proceed  legally  in  pursu- 
ing both  its  Contra  policy  and  the  Iran  arms 
initiative.  We  grant  that  the  diversion  does 
raise  some  legal  questions,  as  do  some  techni- 
cal and  relatively  insubstantial  matters  relat- 
ing to  the  Arms  Export  Control  Act.  It  is 
important  to  stress,  however,  that  the  Ad- 
ministration could  have  avoided  every  one  of 
the  legal  problems  it  inadvertently  encoun- 
tered, while  continuing  to  pursue  the  exact 
same  policies  as  it  did. 

The  fundamental  issues,  therefore,  have  to 
do  with  the  policy  decisions  themselves,  and 
with  the  political  judgments  underlying  the 
way  policies  were  implemented.  When  these 
matters  are  debated  as  if  they  were  legal — 
and  even  criminal — concerns,  it  is  a  sign  that 
interbranch  intimidation  is  replacing  and 
debasing  deliberation.  That  is  why  we  part 


NICARAGUA 

The  Nicaraguan  aspect  of  the  Iran-Contra 
Affair  had  its  origins  in  several  years  of  bitter 
political  warfare  over  U.S.  policy  toward 
Central  America  between  the  Reagan  Ad- 
ministration and  the  Democratic  House  of 
Representatives.  The  United  States  had  sup- 
ported the  Sandinistas  in  the  last  phase  of  the 
dictatorial  regime  of  Anastasio  Somoza  and 
then  gave  foreign  aid  to  Nicaragua  in  1979 
and  1980,  the  first  years  of  Sandinista  rule. 
By  1980,  however,  the  Sandinistas  had  shed 
their  earlier  "democratic  reformer"  disguise 
and  begun  to  suppress  civil  liberties  at  home 
and  export  revolution  abroad.  As  a  result, 
the  United  States  suspended  all  aid  to 
Nicaragua  in  the  closing  days  of  the  Carter 
Administration. 

During  the  early  years  of  the  Reagan  Ad- 
ministration, the  Soviet  Union  and  its  allies 
dramatically  increased  their  direct  military 
support  for  Nicaragua,  and  their  indirect 
support,  through  Nicaragua,  of  Communist 
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guerrillas  in  El  Salvador.  The  Reagan  Ad- 
ministration decided  to  provide  covert  sup- 
port for  the  Nicaraguan  democratic 
Resistance  in  late  1981,  and  Congress 
agreed.  By  late  1982,  however,  Congress 
adopted  the  first  of  a  series  of  so-called  "Bo- 
land  Amendments,"  prohibiting  the  CIA 
and  Defense  Department  from  spending 
money  "for  the  purpose  of  overthrowing  the 
Government  of  Nicaragua  or  provoking  a 
military  exchange  between  Nicaragua  and 
Honduras."  The  House  voted  for  this  "limi- 
tation" by  a  margin  of  411-0,  in  large  part 
because  everyone  understood  that  the  Ad- 
ministration could  continue  to  support  the 
Resistance  as  long  as  the  purpose  of  the  sup- 
port was  to  prevent  the  revolution  from 
being  exported  to  El  Salvador. 

This  approach  left  many  unsatisfied.  Some 
within  the  Administration  wanted  a  broader 
attack  on  the  Sandinista  regime.  Some  within 
Congress  wanted  to  end  all  support  for  the 
Contras  and  begin  moving  back  toward  the 
1979-80  policy  of  providing  economic  assist- 
ance to  the  Sandinistas.  Neither  side  of  the 
policy  debate  was  politically  strong  enough 
to  prevail.  Instead,  during  the  course  of  the 
next  several  years,  Congress  and  the  Ad- 
ministration "compromised"  on  a  series  of 
ambiguous  formulas. 

Meanwhile,  the  Soviet  buildup  ac- 
celerated, and  Sandinista  support  for  the  in- 
surgents in  El  Salvador  continued.  In  May 
1983,  the  House  Intelligence  Committee, 
chaired  by  Representative  Edward  P.  Bo- 
land,  reported: 

It  is  not  popular  support  that  sustains  the  in- 
surgents [in  El  Salvador].  As  will  be  discussed 
later,  this  insurgency  depends  for  its  life- 
blood — arms,  ammunition,  financing,  logistics 
and    command-and-control    facilities — upon 


outside  assistance  from  Nicaragua  and  Cuba. 
This  Nicaraguan-Cuban  contribution  to  the 
Salvadoran  insurgency  is  long  standing.  It 
began  shortly  after  the  overthrow  of  Somoza  in 
July  1979.  It  has  provided — by  land,  sea  and 
air — the  great  bulk  of  the  military  equipment 
and  support  received  by  the  insurgents. 

Despite  this  finding,  House  Democrats 
succeeded  in  late  1983  in  limiting  appro- 
priated support  for  the  Resistance  to  an 
amount  intentionally  calculated  to  be  insuf- 
ficient for  the  full  fiscal  year.  The  funds  ran 
out  by  late  spring  or  summer  1984.  By  Octo- 
ber, the  most  stringent  of  the  Boland 
Amendments  had  taken  effect.  Paradoxi- 
cally, Congress'  1983-85  decisions  came  in  a 
context  in  which  it  was  continuing  to  pass 
laws  that  accused  the  Sandinistas  of  violating 
the  non-aggression  provisions  of  the  charter 
of  the  Organization  of  American  States — a 
violation  that  the  OAS  charter  says  calls  for 
a  response  by  other  member  nations,  includ- 
ing the  United  States. 


Actions 

By  the  late  spring  of  1984,  it  became  clear 
that  the  Resistance  would  need  some  source 
of  money  if  it  were  to  continue  to  survive 
while  the  Administration  tried  to  change 
public  and  Congressional  opinion.  To  help 
bridge  the  gap,  some  Administration  officials 
began  encouraging  foreign  governments  and 
U.S.  private  citizens  to  support  the  Contras. 
NSC  staff  members  played  a  major  role  in 
these  efforts,  but  were  specifically  ordered  to 
avoid  direct  solicitations.  The  President 
clearly  approved  of  private  benefactor  and 
third-country  funding,  and  neither  he  nor  his 
designated  agents  could  constitutionally  be 
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prohibited  from  encouraging  it.  To  avoid  po- 
litical retribution,  however,  the  Administra- 
tion did  not  inform  Congress  of  its  actions. 
In  addition  to  encouraging  contributions, 
the  NSC's  North,  with  varying  degrees  of 
authorization  and  knowledge  by  National 
Security  Advisers  Robert  C.  McFarlane  and 
Admiral  John  Poindexter: 

—  Helped  coordinate  or  facilitate  actions 
taken  by  private  citizens  and  by  certain 
U.S.  Government  officials  to  direct 
money,  arms,  or  supplies  from  private 
U.S.  citizens  or  foreign  governments  to 
the  Nicaraguan  Resistance; 

—  Provided  the  Resistance  with  expert  mili- 
tary judgment  or  advice  to  assist  in  the 
resupply  effort;  and 

—  Together  with  others  in  Government, 
provided  the  Resistance  with  intelligence 
information  that  was  useful  in  the  resup- 
ply effort. 

Poindexter  and  North  testified  that  they  both 
believed  these  activities  were  legally  permis- 
sible and  authorized.  They  also  said  that  the 
President  was  kept  generally  informed  of 
their  coordinating  role.  The  President  has 
said,  however,  that  he  was  not  aware  of  the 
NSC  staffs  military  advice  and  coordination. 
Because  the  Boland  Amendment  is  an  ap- 
propriations rider,  it  is  worth  noting  that 
there  is  no  evidence  that  any  substantial 
amounts  of  appropriated  taxpayer  funds 
were  used  in  support  of  these  efforts.  In  addi- 
tion, the  NSC  staff  believed — as  we  do — that 
the  prohibition  did  not  cover  the  NSC.  At  no 
time,  in  other  words,  did  members  of  the 
President's  staff  think  their  activities  were 
illegal.  Nevertheless,  the  NSC  staff  did  make 
a  concerted  effort  to  conceal  its  actions  from 
Congress.  There  is  no  evidence,  however,  to 


suggest  that  the  President  or  other  senior 
Administration  officials  knew  about  this  con- 
cealment. 


Judgments 

The  effort  to  raise  foreign  government  and 
private  funds  for  the  Resistance  raised  about 
$35  million  between  mid- 1984  and  mid- 
1986 — virtually  all  of  it  from  foreign  coun- 
tries. In  addition,  the  much  discussed  and 
unauthorized  diversion  orchestrated  by 
North  and  Poindexter  contributed  about 
$3.8  million  more.  Without  this  support,  ac- 
cording to  uncontroverted  testimony  the 
Committees  received,  there  can  be  no  ques- 
tion that  the  Resistance  would  have  been  an- 
nihilated. In  other  words,  the  support  clearly 
did  make  an  important  strategic  difference  in 
the  2  years  it  took  the  Administration  to 
persuade  Congress  to  reverse  its  position. 
The  short-term  benefits  of  the  effort  are 
therefore  undeniable.  The  long-term  costs, 
however,  seem  not  to  have  been  adequately 
considered. 

We  do  believe,  for  reasons  explained  in  the 
appendix  to  this  introductory  chapter  and  in 
our  subsequent  chapters  on  Nicaragua,  that 
virtually  all  of  the  NSC  staffs  activities  were 
legal,  with  the  possible  exception  of  the  di- 
version of  Iran  arms  sale  proceeds  to  the 
Resistance.  We  concede  that  reasonable  peo- 
ple may  take  a  contrary  view  of  what  Con- 
gress intended  the  Boland  Amendments  to 
mean. 

Notwithstanding  our  legal  opinions,  we 
think  it  was  a  fundamental  mistake  for  the 
NSC  staff  to  have  been  secretive  and  decep- 
tive about  what  it  was  doing.  The  require- 
ment for  building  long-term  political  support 
means  that  the  Administration  would  have 
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been  better  off  if  it  had  conducted  its  activi- 
ties in  the  open.  Thus,  the  President  should 
simply  have  vetoed  the  strict  Boland  Amend- 
ment in  mid-October  1984,  even  though  the 
Amendment  was  only  a  few  paragraphs  in  an 
approximately  1,200  page-long  continuing 
appropriations  resolution,  and  a  veto  there- 
fore would  have  brought  the  Government  to 
a  standstill  within  3  weeks  of  a  national  elec- 
tion. Once  the  President  decided  against  a 
veto,  it  was  self-defeating  to  think  a  program 
this  important  could  be  sustained  by  deceiv- 
ing Congress.  Whether  technically  illegal  or 
not,  it  was  politically  foolish  and  counterpro- 
ductive to  mislead  Congress,  even  if  mislead- 
ing took  the  form  of  artful  evasion  or  silence 
instead  of  overt  misstatement. 

We  do  believe  firmly  that  the  NSC  staffs 
deceits  were  not  meant  to  hide  illegalities. 
Every  witness  we  have  heard  told  us  his  con- 
cern was  not  over  legality,  but  with  the  fear 
that  Congress  would  respond  to  complete 
disclosure  with  political  reprisals,  principally 
by  tightening  the  Boland  Amendments.  That 
risk  should  have  been  taken. 

We  are  convinced  that  the  Constitution 
protects  much  of  what  the  NSC  was  doing — 
particularly  those  aspects  that  had  to  do  with 
encouraging  contributions  and  sharing  infor- 
mation. The  President's  inherent  constitu- 
tional powers  are  only  as  strong,  however,  as 
the  President's  willingness  to  defend  them. 
As  for  the  NSC  actions  Congress  could  con- 
stitutionally have  prohibited,  it  would  have 
been  better  for  the  White  House  to  have 
tackled  that  danger  head  on.  Some  day,  Con- 
gress' decision  to  withhold  resources  may 
tragically  require  U.S.  citizens  to  make  an 
even  heavier  commitment  to  Central  Amer- 
ica, perhaps  one  measured  in  blood  and  not 
dollars.  The  commitment  that  might  elimi- 
nate such  an  awful  future  will  not  be  forth- 


coming unless  the  public  is  exposed  to  and 
persuaded  by  a  clear,  sustained  and  princi- 
pled debate  on  the  merits. 


IRAN 

The  Iran  arms  sales  had  their  roots  in  an 
intelligence  failure.  The  potential  geopoliti- 
cal importance  of  Iran  for  the  United  States 
would  be  obvious  to  anyone  who  looks  at  a 
map.  Despite  Iran's  importance,  the  United 
States  was  taken  by  surprise  when  the  Shah 
fell  in  1979,  because  it  had  not  developed  an 
adequate  human  intelligence  capability 
there.  Our  hearings  have  established  that  es- 
sentially nothing  had  been  done  to  cure  this 
failure  by  the  mid-1980's.  Then,  the  United 
States  was  approached  by  Israel  in  1985  with 
a  proposal  that  the  United  States  acquiesce 
in  some  minor  Israeli  arms  sales  to  Iran.  This 
proposal  came  at  a  time  when  the  United 
States  was  already  considering  the  advisabil- 
ity of  such  sales.  For  long  term,  strategic 
reasons,  the  United  States  had  to  improve 
relationships  with  at  least  some  of  the  cur- 
rently important  factions  in  Iran.  The  lack  of 
adequate  intelligence  about  these  factions 
made  it  important  to  pursue  any  potentially 
fruitful  opportunity;  it  also  made  those  pur- 
suits inherently  risky.  U.S.  decisions  had  to 
be  based  on  the  thinnest  of  independently 
verifiable  information.  Lacking  such  inde- 
pendent intelligence,  the  United  States  was 
forced  to  rely  on  sources  known  to  be  biased 
and  unreliable. 

Well  aware  of  the  risk,  the  Administration 
nonetheless  decided  the  opportunity  was 
worth  pursuing.  The  major  participants  in 
the  Iran  arms  affair  obviously  had  some  com- 
mon and  some  conflicting  interests.  The  key 
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question  the  United  States  had  to  explore 
was  whether  the  U.S.  and  Iranian  leadership 
actually  felt  enough  of  a  common  interest  to 
establish  a  strategic  dialogue. 


Actions 

To  explore  the  chance  for  an  opening,  the 
President  agreed  first  to  approve  Israeli  sales 
to  Iran  in  1985,  and  then  in  1986  to  sell  U.S. 
arms  directly.  The  amounts  involved  were 
meager.  The  total  amount,  including  all  of 
the  1985  and  1986  sales  combined,  consisted 
of  2004  TOW  antitank  missiles,  18  HAWK 
antiaircraft  missiles,  and  about  200  types  of 
HAWK  spare  parts. 

There  was  a  strong  division  of  opinion  in 
the  Administration  about  the  advisability  of 
these  arms  sales,  a  division  that  never  abated. 
Unfortunately,  this  served  as  a  pretext  for 
Poindexter's  decision  not  to  keep  the  Secre- 
taries of  State  or  Defense  informed  about  the 
detailed  progress  of  the  negotiations  between 
the  United  States  and  Iran.  One  reason  for 
the  failure  to  inform  appears  to  have  been  a 
past  history  in  which  some  Administration 
officials  may  have  leaked  sensitive  informa- 
tion as  a  way  to  halt  actions  with  which  they 
disagreed.  Poindexter's  secretive  inclinations 
were  abetted  by  Secretary  Shultz,  who  all  but 
invited  Poindexter  not  to  keep  him  informed 
because  he  did  not  want  to  be  accused  of 
leaking.  They  also  were  abetted  by  Secretary 
Weinberger,  who — like  Shultz — was  less 
than  vigorous  about  keeping  himself  in- 
formed about  a  policy  he  had  good  reason  to 
believe  was  still  going  forward. 

The  first  deals  with  the  Iranian  Govern- 
ment were  flawed  by  the  unreliability  of  our 
intermediary,  Manucher  Ghorbanifar.  For 
all  of  his  unreliability,  however,  Ghorbanifar 


helped  obtain  the  release  of  two  U.S.  hos- 
tages and  did  produce  high  Iranian  officials 
for  the  first  face-to-face  meetings  between 
our  governments  in  5  years.  At  those  meet- 
ings, one  of  which  was  held  in  Tehran  in  May 
1986,  U.S.  officials  sought  consistently  to 
make  clear  that  we  were  interested  in  a  long- 
term  strategic  relationship  with  Iran  to  op- 
pose the  Soviet  Union's  territorial  interests. 
As  concerned  as  the  President  had  become 
personally  for  the  fate  of  the  hostages — in- 
cluding the  CIA's  Beirut  station  chief,  Wil- 
liam Buckley,  who  was  repeatedly  tortured 
until  he  died — the  hostages  were  always  pre- 
sented in  these  negotiations  as  obstacles  to  be 
overcome,  not  as  the  reason  for  the  initiative. 
But  Ghorbanifar  appeared  to  have  misled 
both  sides,  and  the  Iranian  officials  seemed  to 
be  interested  only  in  weapons,  and  in  using 
the  hostages  for  bargaining  leverage. 

After  the  Tehran  meeting,  the  United 
States  was  able  to  approach  a  very  high 
Iranian  official  using  a  Second  Channel  ar- 
ranged by  Albert  Hakim  and  and  his  associ- 
ates. There  is  little  doubt  about  Hakim's 
business  motives  in  arranging  these  meet- 
ings; there  is  equally  little  doubt  that  this 
channel  represented  the  highest  levels  of  the 
Iranian  Government.  Discussions  with  this 
channel  began  in  the  middle  of  1986  and 
continued  until  December.  They  resulted  in 
the  release  of  one  further  hostage  and  U.S. 
officials  expected  them  to  result  in  some 
more.  Perhaps  more  importantly,  these  dis- 
cussions appear  to  have  been  qualitatively 
different  from  the  ones  conducted  through 
the  First  Channel  arranged  by  Ghorbanifar, 
and  included  some  talks  about  broad  areas  of 
strategic  cooperation. 

As  a  result  of  factional  infighting  inside 
the  Iranian  Government,  the  initiative  was 
exposed  and  substantive  discussions  were 
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suspended.  Not  surprisingly,  given  the  na- 
ture of  Iranian  politics,  the  Iranian  Govern- 
ment has  publicly  denied  that  significant 
negotiations  were  underway.  Congress  was 
not  informed  of  the  Administration's  deal- 
ings with  Iran  until  after  the  public  disclo- 
sure. The  failure  to  disclose  resembled  the 
Carter  Administration's  similar  decisions 
not  to  disclose  in  the  parallel  Iranian  hostage 
crisis  of  1979-81.  President  Reagan  withheld 
disclosure  longer  than  Carter,  however — by 
about  11  months  to  6. 


Judgments 

The  Iran  initiative  involved  two  govern- 
ments that  had  sharp  differences  between 
them.  There  were  also  very  sharp  internal 
divisions  in  both  Iran  and  the  United  States 
about  how  to  begin  narrowing  the  differences 
between  the  two  countries.  In  such  a  situa- 
tion, the  margin  between  narrow  failure  and 
success  can  seem  much  wider  after  the  fact 
than  it  does  during  the  discussions.  While 
the  initial  contacts  developed  by  Israel  and 
used  by  the  United  States  do  not  appear 
likely  to  have  led  to  a  long-term  relationship, 
we  cannot  rule  out  the  possibility  that 
negotiations  with  the  Second  Channel  might 
have  turned  out  differently.  At  this  stage,  we 
never  will  know  what  might  have  been. 

In  retrospect,  it  seems  clear  that  this  initia- 
tive degenerated  into  a  series  of  "arms  for 
hostage"  deals.  It  did  not  look  that  way  to 
many  of  the  U.S.  participants  at  the  time. 
Nevertheless,  the  fact  that  the  negotiations 
never  were  able  clearly  to  separate  the  long- 
term  from  the  short-term  issues,  confirms 
our  instinctive  judgment  that  the  United 
States  should  not  have  allowed  arms  to  be- 
come the  currency  by  which  our  country's 


bona  fides  were  determined.  There  is  no  evi- 
dence that  these  relatively  minor  sales  mate- 
rially altered  the  military  balance  in  the 
Iran-Iraq  war.  However,  the  sales  damaged 
U.S.  credibility  with  our  allies,  making  it 
more  difficult,  among  other  things,  for  the 
Administration  to  enforce  its  preexisting  ef- 
forts to  embargo  arms  sales  to  Iran. 

The  decision  to  keep  Congress  in  the  dark 
for  1 1  months  disturbs  all  Members  of  these 
Committees.  It  is  clear  that  the  Reagan  Ad- 
ministration simply  did  not  trust  the  Con- 
gress to  keep  secrets.  Based  on  the  history  of 
leaks  we  shall  outline  in  a  later  chapter,  it 
unfortunately  had  good  reason  to  be  con- 
cerned. This  observation  is  not  offered  as  a 
justification,  but  as  an  important  part  of  the 
context  that  must  be  understood.  To  help 
remove  this  concern  as  an  excuse  for  future 
Administrations,  we  are  proposing  a  series  of 
legislative  and  administrative  recommenda- 
tions to  improve  both  Congress'  and  the  ex- 
ecutive branch's  ability  to  maintain  national 
security  secrets  and  deter  leaks. 


DIVERSION 

The  lack  of  detailed  information-sharing 
within  the  Administration  was  what  made  it 
possible  for  Poindexter  to  authorize  the  di- 
version and  successfully  keep  his  decision  to 
do  so  from  the  President.  We  have  already 
indicated  our  reasons  for  being  convinced 
the  President  knew  nothing  about  the  diver- 
sion. The  majority  Report  says  that  if  the 
President  did  not  know  about  it,  he  should 
have.  We  agree,  and  so  does  the  President. 
But  unlike  some  of  the  other  decisions  we 
have  been  discussing,  the  President  cannot 
himself  be  faulted  for  this  one.  The  decision 
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was  Admiral  Poindexter's,  and  Poindexter's 
alone. 

As  supporters  of  a  strong  Presidential  role 
in  foreign  policy,  we  cannot  take  Poindex- 
ter's decision  lightly.  The  Constitution 
strikes  an  implicit  bargain  with  the  Presi- 
dent: in  return  for  getting  significant  discre- 
tionary power  to  act,  the  President  was 
supposed  to  be  held  accountable  for  his  deci- 
sions. By  keeping  an  important  decision 
away  from  the  President,  Poindexter  was 
acting  to  undercut  one  foundation  for  the 
discretionary  Presidential  power  he  was  ex- 
ercising. 

The  diversion  also  differs  from  the  basic 
Nicaragua  and  Iran  policies  in  another  im- 
portant respect:  we  can  find  nothing  to  jus- 
tify or  mitigate  its  having  occurred.  We  do 
understand  the  enthusiasm  North  displayed 
when  he  told  the  Committees  it  was  a  "neat 
idea"  to  use  money  from  the  Ayatollah,  who 
was  helping  the  Sandinistas,  to  support  the 
Contras.  But  enthusiasm  is  not  a  sufficient 
basis  for  important  policy  decisions.  Even  if 
there  were  nothing  else  wrong  with  the  diver- 
sion, the  decision  to  mix  two  intelligence  op- 
erations increased  the  risk  of  pursuing  either 
one,  with  predictably  disastrous  repercus- 
sions. 

Unlike  the  Committees'  majority,  we  be- 
lieve there  are  good  legal  arguments  on  both 
sides  of  the  question  of  whether  the  proceeds 
of  the  arms  sales  belong  to  the  U.S.  Govern- 
ment or  to  Secord  and  Hakim.  For  that 
reason,  we  think  it  unlikely,  under  the  cir- 
cumstances, that  the  funds  were  acquired  or 
used  with  any  criminal  intent.  Nevertheless, 
the  fact  that  the  ownership  seems  unclear 
under  current  law  does  not  please  us.  We  do 
believe  that  Secord  and  Hakim  were  acting 
as  the  moral  equivalents  of  U.S.  agents,  even 
if  they  were  not  U.S.  agents  in  law. 


The  diversion  has  led  some  of  the  Com- 
mittees' Members  to  express  a  great  deal  of 
concern  in  the  public  hearings  about  the  use 
of  private  citizens  in  covert  operations  in 
settings  that  mix  private  profits  with  public 
benefits.  We  remain  convinced  that  covert 
operations  will  continue  to  have  to  use  pri- 
vate agents  or  contractors  in  the  future,  and 
that  those  private  parties  will  continue  to 
operate  at  least  partly  from  profit  motives. 
If  the  United  States  tries  to  limit  itself  to 
dealing  only  with  people  who  act  out  of 
purely  patriotic  motives,  it  effectively  will 
rule  out  any  worthwhile  dealing  with  most 
arms  dealers  and  foreign  agents.  In  the  real 
world  of  international  politics,  it  would  be 
foolish  to  avoid  working  with  people  whose 
motives  do  not  match  our  own.  Neverthe- 
less, we  do  feel  troubled  by  the  fact  that 
there  was  not  enough  legal  clarity,  or  ac- 
counting controls,  placed  on  the  Enterprise 
by  the  NSC. 


THE  UNCOVERING 

It  is  clear  that  officials  of  the  National  Secu- 
rity Council  misled  the  Congress  and  other 
members  of  the  Administration  about  their 
activities  in  support  of  the  Nicaraguan  Re- 
sistance. This  occurred  without  authoriza- 
tion from  outside  the  NSC  staff.  It  is  also 
clear  that  the  NSC  staff  actively  misled  other 
Administration  officials  and  Congress  about 
the  Iran  initiative  both  before  and  after  the 
first  public  disclosure.  The  shredding  of 
documents  and  other  efforts  at  covering  up 
what  had  happened  were  also  undertaken  by 
NSC  staff  members  acting  on  their  own, 
without  the  knowledge,  consent,  or  acquies- 
cence of  the  President  or  other  major  Ad- 
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ministration  officials,  with  the  possible  ex- 
ception of  Casey. 

In  the  week  or  two  immediately  after  the 
Iran  initiative  was  disclosed  in  a  Lebanese 
weekly,  the  President  did  not  tell  the  public 
all  that  he  knew,  because  negotiations  with 
the  Second  Channel  were  still  going  on,  and 
there  remained  a  good  reason  for  hoping 
some  more  hostages  might  soon  be  released. 
Once  the  President  learned  that  not  all  of  the 
relevant  facts  were  being  brought  to  his  at- 
tention, however,  he  authorized  the  Attor- 
ney General  immediately  to  begin  making 
inquiries.  Attorney  General  Meese  acted 
properly  in  his  investigation,  pursuing  the 
matter  as  a  fact-finding  effort  because  he  had 
no  reason  at  the  time  to  believe  a  crime  had 
been  committed.  Arguments  to  the  contrary 
are  based  strictly  on  hindsight.  In  our  opin- 
ion, the  Attorney  General  and  other  Justice 
Department  officials  did  an  impressive  job 
with  a  complicated  subject  in  a  short  time. 
After  all,  it  was  their  investigation  that  un- 
covered and  disclosed  the  diversion  of  funds 
to  the  Contras. 


COMMON  THREADS 

The  different  strands  of  the  Iran-Contra  Af- 
fair begin  coming  together,  in  the  most  obvi- 
ous way,  on  the  level  of  personnel.  Both 
halves  of  the  event  were  run  by  the  NSC, 
specifically  by  McFarlane,  Poindexter,  and 
North.  With  respect  to  Nicaragua,  the  Bo- 
land  Amendment  just  about  ruled  all  other 
agencies  out  of  the  picture.  With  respect  to 
Iran,  the  other  parts  of  the  executive 
branch — from  the  State  and  Defense  Depart- 
ments to  the  CIA — seemed  more  than  happy 
to  let  the  NSC  be  in  charge. 


It  is  ironic  that  many  have  looked  upon 
these  events  as  signs  of  an  excessively  power- 
ful NSC  staff.  In  fact,  the  NSC's  roles  in  the 
Iran  and  Nicaragua  policies  were  exceptions 
rather  than  the  rule.  The  Reagan  Adminis- 
tration has  been  beleaguered  from  the  begin- 
ning by  serious  policy  disagreements 
between  the  Secretaries  of  State  and  Defense, 
among  others,  and  the  President  has  too 
often  not  been  willing  to  settle  those  disputes 
definitively.  The  press  accounts  written  at 
the  time  Poindexter  was  promoted  to  fill 
McFarlane's  shoes  saw  his  selection  as  a  de- 
cision to  have  the  National  Security  Adviser 
play  the  role  of  honest  broker,  with  little 
independent  power.  This  image  of  the  NSC 
lasted  almost  until  the  Iran  arms  initiative 
became  public.  Poindexter  was  seen  as  a 
technician,  chosen  to  perform  a  technical 
job,  not  to  exercise  political  judgment. 

Once  the  NSC  had  to  manage  two  opera- 
tions that  were  bound  to  raise  politically  sen- 
sitive questions,  it  should  have  been  no 
surprise  to  anyone  that  Poindexter  made 
some  mistakes.  It  is  not  satisfactory,  how- 
ever, for  people  in  the  Administration  simply 
to  point  the  finger  at  him  and  walk  away 
from  all  responsibility.  For  one  thing,  the 
President  himself  does  have  to  bear  personal 
responsibility  for  the  people  he  picks  for  top 
office.  But  just  as  it  would  not  be  appropriate 
for  the  fingers  to  point  only  at  Poindexter, 
neither  is  it  right  for  them  only  to  point  to 
the  top. 

Everyone  who  had  a  stake  in  promoting  a 
technician  to  be  National  Security  Adviser 
should  have  realized  that  meant  they  had  a 
responsibility  to  follow  and  highlight  the  po- 
litical consequences  of  operational  decisions 
for  the  President.  Even  if  the  Cabinet  officials 
did  not  support  the  basic  policy,  they  had  an 
obligation  to  remain  engaged,  if  they  could 
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manage  to  do  so  without  constantly  arguing 
the  President's  basic  policy  choice.  Similarly, 
Chief  of  Staff  Donald  Regan  may  not  have 
known,  or  had  reason  to  know,  the  details  of 
the  Iran  initiative  or  Contra  resupply  effort. 
But  he  should  have  known  that  North's  re- 
sponses to  Congressional  inquiries  generated 
by  press  reports  were  too  important  politi- 
cally to  be  left  to  the  people  who  ran  the  NSC 
staff. 

The  discussion  of  personnel  ultimately 
gets  around  to  the  importance  of  political 
judgment.  We  can  be  more  precise  about 
what  that  means,  however,  if  we  consider  the 
common  threads  in  the  decisions  we  have 
already  labelled  as  mistakes.  These  have  in- 
cluded: 

—  The  President's  decision  to  sign  the  Bo- 
land  Amendment  of  1984,  instead  of 
vetoing  it; 

—  The  President's  less-than-robust  defense 
of  his  office's  constitutional  powers,  a 
mistake  he  repeated  when  he  acceded  too 
readily  and  too  completely  to  waive  exec- 
utive privilege  for  our  Committees'  inves- 
tigation; 

—  The  NSC  staffs  decision  to  deceive  Con- 
gress about  what  it  was  doing  in  Central 
America; 

—  The  decision,  in  Iran,  to  pursue  a  covert 
policy  that  was  at  odds  with  the  Ad- 
ministration's public  expressions,  with- 
out any  warning  signals  to  Congress  or 
our  allies; 

—  The  decision  to  use  a  necessary  and  con- 
stitutionally protected  power  of  with- 
holding information  from  Congress  for 
unusually  sensitive  covert  operations,  for 
a  length  of  time  that  stretches  credulity; 

—  Poindexter's  decision  to  authorize  the  di- 
version on  his  own;  and,  finally, 


—  Poindexter  and  North's  apparent  belief 
that  covering  up  was  in  the  President's 
political  interest. 

We  emphatically  reject  the  idea  that 
through  these  mistakes,  the  executive  branch 
subverted  the  law,  undermined  the  Constitu- 
tion, or  threatened  democracy.  The  Presi- 
dent is  every  bit  as  much  of  an  elected 
representative  of  the  people  as  is  a  Member 
of  Congress.  In  fact,  he  and  the  Vice  Presi- 
dent are  the  only  officials  elected  by  the 
whole  Nation.  Nevertheless,  we  do  believe 
the  mistakes  relate  in  a  different  way  to  the 
issue  of  democratic  accountability.  They 
provide  a  good  starting  point  for  seeing  what 
both  sides  of  the  great  legislative-executive 
branch  divide  must  do  to  improve  the  way 
the  Government  makes  foreign  policy. 


Congress 

Congress  has  a  hard  time  even  conceiving  of 
itself  as  contributing  to  the  problem  of  demo- 
cratic accountability.  But  the  record  of  ever- 
changing  policies  toward  Central  America 
that  contributed  to  the  NSC  staffs  behavior 
is  symptomatic  of  a  frequently  recurring 
problem.  When  Congress  is  narrowly  di- 
vided over  highly  emotional  issues,  it  fre- 
quently ends  up  passing  intentionally 
ambiguous  laws  or  amendments  that  post- 
pone the  day  of  decision.  In  foreign  policy, 
those  decisions  often  take  the  form  of  restric- 
tive amendments  on  money  bills  that  are 
open  to  being  amended  again  every  year, 
with  new,  and  equally  ambiguous,  language 
replacing  the  old.  This  matter  is  exacerbated 
by  the  way  Congress,  year  after  year,  avoids 
passing  appropriations  bills  before  the  fiscal 
year  starts  and  then  wraps  them  together  in 
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a  governmentwide  continuing  resolution 
loaded  with  amendments  that  cannot  be 
vetoed  without  threatening  the  whole  Gov- 
ernment's operation. 

One  properly  democratic  way  to  amelio- 
rate the  problem  of  foreign  policy  inconsist- 
ency would  be  to  give  the  President  an 
opportunity  to  address  the  major  differences 
between  himself  and  the  Congress  cleanly, 
instead  of  combining  them  with  unrelated 
subjects.  To  restore  the  Presidency  to  the 
position  it  held  just  a  few  administrations 
ago,  Congress  should  exercise  the  self-disci- 
pline to  split  continuing  resolutions  into  sep- 
arate appropriation  bills  and  present  each  of 
them  individually  to  the  President  for  his 
signature  or  veto.  Even  better  would  be  a 
line-item  veto  that  would  permit  the  Presi- 
dent to  force  Congress  to  an  override  vote 
without  jeopardizing  funding  for  the  whole 
Government.  Matters  of  war  and  peace  are 
too  important  to  be  held  hostage  to  govern- 
mental decisions  about  funding  Medicare  or 
highways.  To  describe  this  legislative  hos- 
tage taking  as  democracy  in  action  is  to  turn 
language  on  its  head. 


The  Presidency 

The  Constitution  created  the  Presidency  to 
be  a  separate  branch  of  government  whose 
occupant  would  have  substantial  discretion- 
ary power  to  act.  He  was  not  given  the  power 
of  an  18th  century  monarch,  but  neither  was 
he  meant  to  be  a  creature  of  Congress.  The 
country  needs  a  President  who  can  exercise 
the  powers  the  Framers  intended.  As  long  as 
any  President  has  those  powers,  there  will  be 
mistakes.  It  would  be  disastrous  to  respond 
to  the  possibility  of  error  by  further  restrain- 
ing and  limiting  the  powers  of  the  office. 


Then,  instead  of  seeing  occasional  actions 
turn  out  to  be  wrong,  we  would  be  increasing 
the  probability  that  future  Presidents  would 
be  unable  to  act  decisively,  thus  guaranteeing 
ourselves  a  perpetually  paralyzed,  reactive, 
and  unclear  foreign  policy  in  which  mistake 
by  inaction  would  be  the  order  of  the  day. 

If  Congress  can  learn  something  about 
democratic  responsibility  from  the  Iran- 
Contra  Affair,  future  Presidents  can  learn 
something  too.  The  Administration  would 
have  been  better  served  over  the  long  run  by 
insisting  on  a  principled  confrontation  over 
those  strategic  issues  that  can  be  debated 
publicly.  Where  secrecy  is  necessary,  as  it 
often  must  be,  the  Administration  should 
have  paid  more  careful  attention  to  consulta- 
tion and  the  need  for  consistency  between 
what  is  public  and  what  is  covert.  Inconsist- 
ency carries  a  risk  to  a  President's  future 
ability  to  persuade,  and  persuasion  is  at  the 
heart  of  a  vigorous,  successful  presidency. 

A  President's  most  important  priorities, 
the  ones  that  give  him  a  chance  to  leave  an 
historic  legacy,  can  be  attained  only  through 
persistent  leadership  that  leads  to  a  lasting 
change  in  the  public's  understanding  and 
opinions.  President  Reagan  has  been  praised 
by  his  supporters  as  a  "communicator"  and 
criticized  by  his  opponents  as  an  ideologue. 
The  mistakes  of  the  Iran-Contra  Affair, 
ironically,  came  from  a  lack  of  communica- 
tion and  an  inadequate  appreciation  of  the 
importance  of  ideas.  During  President  Rea- 
gan's terms  of  office,  he  has  persistently 
taken  two  major  foreign  policy  themes  to  the 
American  people:  a  strong  national  defense 
for  the  United  States,  and  support  for  the 
institutions  of  freedom  abroad.  The  1984 
election  showed  his  success  in  persuading  the 
people  to  adopt  his  fundamental  perspective. 
The  events  since  then  have  threatened  to  un- 
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dermine  that  achievement  by  shifting  the 
agenda  and  refocusing  the  debate.  If  the 
President's  substantial  successes  are  to  be 
sustained,  it  is  up  to  him,  and  those  of  us  who 
support  his  objectives,  to  begin  once  again 
with  the  task  of  democratic  persuasion. 


AFTERWORD:  SUMMARY  OF  LEGAL 
CONCLUSIONS 

Nicaragua 

The  main  period  under  review  during  these 
investigations  was  October  1984  through  Oc- 
tober 1986.  During  this  period,  various  ver- 
sions of  the  Boland  Amendment  restricted 
the  expenditure  of  appropriated  funds  availa- 
ble to  agencies  or  entities  involved  in  intelli- 
gence activities  from  being  spent  directly  or 
indirectly  to  support  military  or  paramilitary 
operations  in  Nicaragua.  In  August  1985, 
the  State  Department  was  authorized  to 
spend  $27  million  to  provide  humanitarian 
assistance  to  the  Nicaraguan  democratic  Re- 
sistance. In  December  1985,  the  CIA  was 
authorized  to  spend  funds  specifically  appro- 
priated to  provide  communications  equip- 
ment and  training  and  to  provide  intelligence 
and  counterintelligence  advice  and  informa- 
tion to  assist  military  operations  by  the  Re- 
sistance. On  October  18,  1986,  $100  million 
in  direct  military  support  for  the  Contras 
was  made  available  for  fiscal  year  1987.  Our 
understanding  of  the  effect  of  these  prohibi- 
tions rests  on  both  statutory  and  constitu- 
tional interpretations. 

(1)  The  Constitution  protects  the  power  of 
the  President,  either  acting  himself  or 
through  agents  of  his  choice,  to  engage  in 
whatever  diplomatic  communications  with 


other  countries  he  may  wish.  It  also  protects 
the  ability  of  the  President  and  his  agents  to 
persuade  U.S.  citizens  to  engage  voluntarily 
in  otherwise  legal  activity  to  serve  what  they 
consider  to  be  the  national  interest.  That  in- 
cludes trying  to  persuade  other  countries  to 
contribute  their  own  funds  for  causes  both 
countries  support.  To  whatever  extent  the 
Boland  Amendments  tried  to  prohibit  such 
activity,  they  were  clearly  unconstitutional. 
(2)  If  the  Constitution  prohibits  Congress 
from  restricting  a  particular  Presidential  ac- 
tion directly,  it  cannot  use  the  appropriation 
power  to  achieve  the  same  unconstitutional 
effect.  Congress  does  have  the  power  under 
the  Constitution,  however,  to  use  appropria- 
tions riders  to  prohibit  the  entire  U.S.  Gov- 
ernment from  spending  any  money, 
including  salaries,  to  provide  covert  or  overt 
military  support  to  the  Contras.  Thus,  the 
Clark  Amendment  prohibiting  all  U.S.  sup- 
port for  the  Angolan  Resistance  in  1976  was 
constitutional.  Some  members  of  Congress 
who  supported  the  Boland  Amendment  may 
have  thought  they  were  enacting  a  prohibi- 
tion as  broad  as  the  Clark  Amendment.  The 
specific  language  of  the  Boland  Amendment 
was  considerably  more  restricted,  however, 
in  two  respects. 


(a)  By  limiting  the  coverage  to  agencies  or  enti- 
ties involved  in  intelligence  activities,  Congress 
chose  to  use  language  borrowed  directly  from 
the  Intelligence  Oversight  Act  of  1980.  In  the 
course  of  settling  on  that  language  in  1980, 
Congress  deliberately  decided  to  exclude  the 
National  Security  Council  (NSC)  from  its  cov- 
erage. At  no  time  afterward  did  Congress  indi- 
cate an  intention  to  change  the  language's 
coverage.  The  NSC  therefore  was  excluded 
from  the  Boland  Amendment  and  its  activities 
were  therefore  legal  under  this  statute. 
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(b)  The  Boland  prohibitions  also  were  limited 
to  spending  that  directly  or  indirectly  sup- 
ported military  or  paramilitary  operations  in 
Nicaragua.  Under  this  language,  a  wide  range 
of  intelligence-gathering  and  political  support 
activities  were  still  permitted,  and  were  carried 
out  with  the  full  knowledge  of  the  House  and 
Senate  Intelligence  Committees. 

(c)  Virtually  all,  if  not  all,  of  the  CIA's  activi- 
ties examined  by  these  Committees  occurred 
after  the  December  1985  law  authorized  intel- 
ligence sharing  and  communications  support 
and  were  fully  legal  under  the  terms  of  that 
law. 

(d)  If  the  NSC  had  been  covered  by  the  Boland 
Amendments,  most  of  Oliver  North's  activity 
still  would  have  fallen  outside  the  prohibitions 
for  reasons  stated  in  (b)  and  (c)  above. 


Iran 

The  Administration  was  also  in  substantial 
compliance  with  the  laws  governing  covert 
actions  throughout  the  Iran  arms  initiative. 
(1)  It  is  possible  to  make  a  respectable 
legal  argument  to  the  effect  that  the  1985 
Israeli  arms  transfers  to  Iran  technically  vi- 
olated the  terms  of  the  Arms  Export  Con- 
trol Act  (AECA)  or  Foreign  Assistance  Act 
(FAA),  assuming  the  arms  Israel  trans- 
ferred were  received  from  the  United  States 
under  one  or  the  other  of  these  statutes. 
However: 

(a)  Covert  transfers  under  the  National  Secu- 
rity Act  and  Economy  Act  were  understood  to 
be  alternatives  to  transfers  under  the  AECA 
and  FAA  that  met  both  of  these  latter  acts' 
essential  purposes  by  including  provisions  for 
Presidential  approval  and  Congressional 
notification. 


(b)  The  requirement  for  U.S.  agreement  before 
a  country  can  retransfer  arms  obtained  from 
the  United  States  is  meant  to  insure  that  re- 
transfers  conform  to  U.S.  national  interests.  In 
this  case,  the  Israeli  retransfers  occurred  with 
Presidential  approval  indicating  that  they  did 
so  conform. 

(c)  The  Israeli  retransfer  and  subsequent  re- 
plenishment made  the  deal  essentially  equiva- 
lent to  a  direct  U.S.  sale,  with  Israel  playing  a 
role  fundamentally  equivalent  to  that  of  a  mid- 
dleman. Since  the  United  States  could  obvi- 
ously have  engaged  in  a  direct  transfer,  and  did 
so  in  1986,  whatever  violation  may  have  oc- 
curred was,  at  most,  a  minor  and  inadvertent 
technicality. 

(2)  A  verbal  approval  for  covert  transac- 
tions meets  the  requirements  of  the  Hughes- 
Ryan  Amendment  and  National  Security 
Act.  Verbal  approvals  ought  to  be  reduced  to 
writing  as  a  matter  of  sound  policy,  but  they 
are  not  illegal. 

(3)  Similarly,  the  President  has  the  con- 
stitutional and  statutory  authority  to  with- 
hold notifying  Congress  of  covert  activities 
under  very  rare  conditions.  President  Rea- 
gan's decision  to  withhold  notification  was 
essentially  equivalent  to  President  Carter's 
decisions  in  1979-1980  to  withhold  notice 
for  between  3  and  6  months  in  parallel  Iran 
hostage  operations.  We  do  not  agree  with 
President  Reagan's  decision  to  withhold 
notification  for  as  long  as  he  did.  The  deci- 
sion was  legal,  however,  and  we  think  the 
Constitution  mandates  that  it  should  re- 
main so.  If  a  President  withholds  notifica- 
tion for  too  long  and  then  cannot 
adequately  justify  the  decision  to  Congress, 
that  President  can  expect  to  pay  a  stiff  po- 
litical price,  as  President  Reagan  has  cer- 
tainly found  out. 
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Diversion 

We  consider  the  ownership  of  the  funds  the 
Iranians  paid  to  the  Secord-Hakim  "Enter- 
prise" to  be  in  legal  doubt.  There  are  re- 
spectable legal  arguments  to  be  made  both 
for  the  point  of  view  that  the  funds  belong 
to  the  U.S.  Treasury  and  for  the  contention 
that  they  do  not.  If  the  funds  do  not  belong 
to  the  United   States,   then  the  diversion 


amounted  to  third-country  or  private  funds 
being  shipped  to  the  Contras.  If  they  did 
belong  to  the  United  States,  there  would  be 
legal  questions  (although  not,  technically, 
Boland  Amendment  questions)  about  using 
U.S.-owned  funds  for  purposes  not  specifi- 
cally approved  by  law.  The  answer  does  not 
seem  to  us  to  be  so  obvious,  however,  as  to 
warrant  treating  the  matter  as  if  it  were 
criminal. 
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PART 


THE  FOREIGN  AFFAIRS 
POWERS  OF 

THE  CONSTITUTION  AND 
THE  IRAN-CONTRA  AFFAIR 


CHAPTER  2 


The  Foreign  Affairs  Powers 
and  the  Framers'  Intentions 


Judgments  about  the  Iran-Contra  Affair  ulti- 
mately must  rest  upon  one's  views  about  the 
proper  roles  of  Congress  and  the  President  in 
foreign  policy.  There  were  many  statements 
during  the  public  hearings,  for  example, 
about  the  rule  of  law.  But  the  fundamental 
law  of  the  land  is  the  Constitution.  Unconsti- 
tutional statutes  violate  the  rule  of  law  every 
bit  as  much  as  do  willful  violations  of  consti- 
tutional statutes.  It  is  essential,  therefore,  to 
frame  any  discussion  of  what  happened  with 
a  proper  analysis  of  the  Constitutional  allo- 
cation of  legislative  and  executive  power  in 
foreign  affairs. 

One  point  stands  out  from  the  historical 
record:  the  Constitution's  Framers  expected 
the  President  to  be  much  more  than  a  minis- 
ter or  clerk.  The  President  was  supposed  to 
execute  the  laws,  but  that  was  only  the  begin- 
ning. He  also  was  given  important  powers, 
independent  of  the  legislature's,  and  these 
substantively  were  focused  on  foreign  policy. 

Our  analysis  will  cover  three  chapters. 
The  first  will  be  about  the  debates  in  and 
around  the  Constitutional  Convention  of 
1787  and  will  show  the  Constitutional  Con- 
vention of  1787  and  will  show  the  particular 
importance  of  what  Alexander  Hamilton 


called  "energy  in  the  executive"  in  this  policy 
area.  The  second  reviews  historical  exam- 
ples. It  shows  that,  throughout  the  Nation's 
history,  Congress  has  accepted  substantial 
exercise  of  Presidential  power — in  the  con- 
duct of  diplomacy,  the  use  of  force  and  cov- 
ert action — which  had  no  basis  in  statute  and 
only  a  general  basis  in  the  Constitution  itself. 
The  third  considers  the  applicable  court 
cases  and  legal  principles. 

Taken  together,  the  three  chapters  will 
show  that  much  of  what  President  Reagan 
did  in  his  actions  toward  Nicaragua  and  Iran 
were  constitutionally  protected  exercises  of 
inherent  Presidential  powers.  However  un- 
wise some  of  those  actions  may  have  been, 
the  rule  of  law  cannot  permit  Congress  to 
usurp  judgments  that  constitutionally  are 
not  its  to  make.  It  is  true  that  the  Constitu- 
tion also  gives  substantial  foreign  policy 
powers  to  Congress,  including  the  power  of 
the  purse.  But  the  power  of  the  purse — 
which  forms  the  core  of  the  majority  argu- 
ment— is  not  and  was  never  intended  to  be  a 
license  for  Congress  to  usurp  Presidential 
powers  and  functions.  Some  of  the  statutes 
most  central  to  the  Iran-Contra  Affair  con- 
tain a  mixture  of  constitutionally  legitimate 
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and  illegitimate  prohibitions.  By  the  end  of 
the  three  chapters,  we  will  be  in  a  position  to 
start  sorting  them  out. 


"Necessary  and  Proper"  and  the 
"Invitation  to  Struggle" 

The  1972  Senate  Foreign  Relations  Commit- 
tee's report  recommending  the  War  Powers 
Act,  and  the  1974  report  of  the  Select  Com- 
mittee on  Intelligence  Activities  (chaired  by 
Senator  Frank  Church  and  known  as  the 
Church  Committee),  both  tried  to  support  an 
all  but  unlimited  Congressional  power  by  in- 
voking the  "Necessary  and  Proper"  clause. 
That  clause  says  Congress  may  "make  all 
Laws  which  shall  be  necessary  and  proper 
for  carrying  into  Execution  the  foregoing 
[legislative]  Powers,  and  all  other  Powers 
vested  by  this  Constitution  in  the  Govern- 
ment of  the  United  States,  or  in  any  Depart- 
ment or  Officer  thereof."  The  argument  of 
these  two  prominent  committees  was  that  by 
granting  Congress  the  power  to  make  rules 
for  the  other  departments,  the  Constitution 
meant  to  enshrine  legislative  supremacy  ex- 
cept for  those  few  activities  explicitly  re- 
served for  the  other  branches. 

One  must  ignore  200  years  of  constitu- 
tional history  to  suggest  that  Congress  has  a 
vast  reservoir  of  implied  power  whose  only 
limits  are  the  powers  explicitly  reserved  to 
the  other  branches.  It  seems  clear,  for  exam- 
ple, that  Congress  could  not  legislate  away 
the  Supreme  Court's  power  of  judicial  re- 


view, even  though  judicial  review  is  not  men- 
tioned explicitly  in  Article  III.  The  same 
applies  to  the  Presidency.  The  Necessary  and 
Proper  clause  does  not  permit  Congress  to 
pass  a  law  usurping  Presidential  power.  A 
law  negating  Presidential  power  cannot  be 
treated  as  if  it  were  "necessary  and  proper 
for  carrying"  Presidential  powers  "into  Exe- 
cution." To  suggest  otherwise  would  smack 
of  Orwellian  Doublespeak. 

The  issue  for  this  investigation,  therefore, 
is  not  whether  Congress  and  the  President 
both  have  a  legitimate  role  in  foreign  policy. 
Clearly,  both  do.  Rather,  the  question  is  how 
to  interpret  the  powers  the  two  branches 
were  given.  All  three  of  the  Government's 
branches  were  given  both  express  and  im- 
plied powers.  Congress  does  not  have  the 
authority  to  arrogate  all  of  the  implied  power 
to  itself.  What  we  need  to  determine  is 
whether  these  implied  powers  all  fall  into  an 
undefined  war  zone,  or  whether  there  are 
theoretical  and  historical  principles  that 
allow  one  to  decide  when  powers  are  more 
properly  exercised  by  one  branch  or  another. 

Countering  a  view  held  by  some  Constitutional 
analysts,  the  minority  argues  that  the  Framers 
meant  the  Constitution  to  compensate  for  the 
overly  weak  government  set  up  by  the  Articles  of 
Confederation.  During  the  Constitutional  Con- 
vention,  the  Presidency's  power  over  foreign  pol- 
icy increased.  The  President  was  given  discretion 
to  use  force  without  declaration  of  war  and  the 
power  to  be  make  treaties.  Advocates  of  a  strong 
national  government  also  pressed  their  case  in  the 
Federalist  papers. 
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CHAPTER  3 


The  President's  Foreign 

Policy  Powers  in 

Eorly  Constitutional  History 


Our  review  of  the  Constitutional  Convention 
concluded  that  the  original  document  left  a 
great  deal  to  be  worked  out  in  practice.  The 
Federalist  does  not  change  this  conclusion.  It 
does  give  us  a  theoretical  basis,  however,  for 
seeing  that  the  subsequent  historical  devel- 
opment of  the  President's  foreign  policy 
powers  was  no  aberration.  This  is  evident  in 
the  early  development  of  diplomatic  power, 
in  presidential  deployments  of  force,  and  in 
the  use  of  secret  agents  for  intelligence  and 
covert  activities. 


DIPLOMACY 

The  disputes  over  Presidential  power  were  im- 
plicit from  the  the  moment  the  new  Constitution 
took  effect.  President  Washington,  for  example, 
angered  many  when  he  kept  the  United  States 
neutral  in  the  war  between  France  and  England 
of  1793.  He  decided  against  honoring  the  1778 
Treaty  of  Alliance  between  France  and  the 
United  States  and  refused  for  8  months  to  call  a 
special  session  of  Congress  on  the  subject. 


Some  Members  of  these  Committees  seem 
to  have  taken  the  positions  (1)  that  Congress 
can  require  the  President  to  notify  it  when- 
ever the  President  prepares  or  begins  to  con- 
duct secret  negotiations  or  covert  operations, 
whatever  the  circumstances,  and/or  (2)  that 
Congress  may  constitutionally  use  its  appro- 
priations power  to  prohibit  certain  forms  of 
communication  between  the  President  (or 
the  President's  employees  in  the  White 
House  and  State  Department)  and  other 
governments  or  private  individual.  We  con- 
sider negotiations  and  communications  with 
foreign  governments  or  individuals  to  be 
Presidential  powers  protected  by  the  Consti- 
tution, without  reservation.  They  fall  com- 
fortably within  precedents  established 
during  the  Washington  Administration 
which  have  never  been  successfully  chal- 
lenged since.  The  constitutional  validity  of 
withholding  information  about  sensitive, 
covert  operations  involves  additional  consid- 
erations that  will  be  discussed  separately 
later. 
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USE  OF  FORCE 

We  do  not  intend  to  turn  this  report  into  an 
argument  about  war  powers.  We  have  no 
doubt  that  we  disagree  with  some  of  our  es- 
teemed colleagues  on  this  issue,  but  there  is 
no  point  in  getting  sidetracked.  Nevertheless, 
we  consider  it  important  to  say  something 
about  the  power  Presidents  traditionally 
have  exercised  under  the  Constitution,  to  use 
force  with  and  without  prior  congressional 
authorization.  This  history  clearly  supports 
our  basic  contention  that  the  Constitution 
expected  the  President  to  be  much  more  than 
a  clerk.  It  will  also  provide  a  context  for 
discussing  the  less  drastic  projections  of  U.S. 
power  that  fit  under  the  rubric  of  covert  ac- 
tion. 

Quoting  from  a  1973  hearing  on  the  War  Powers 
Resolution,  the  minority  provides  samples  of  the 
118  instances  in  which  force  was  used  by  a  Presi- 
dent without  Congressional  authorization.  These 
include  President  Johnson's  1965  decision  to 
send  troops  to  the  Dominican  Republic  and  Pres- 
ident Kennedy's  naval  quarantine  of  Cuba  in 
1962. 


INTELLIGENCE  AND  COVERT 
ACTIONS 

We  end  this  review  of  historical  precedent 
with  a  brief  overview  of  intelligence  and  cov- 
ert actions  authorized  by  past  Presidents. 
That  history  begins  in  the  earliest  days  of  the 
Nation.  As  Representative  Hyde  mentioned 
during  Admiral  Poindexter's  testimony  on 
July  17,  the  Continental  Congress — which 
did  not  have  a  separate  executive  branch — 
set  up  a  Committee  of  Secret  Correspon- 


dence made  up  of  Benjamin  Franklin, 
Robert  Morris,  Benjamin  Harrison,  John 
Dickinson  and  John  Jay.  On  October  1, 
1776,  Franklin  and  Morris  were  told  that 
France  would  be  willing  to  extend  credit  to 
the  revolutionaries  to  help  them  buy  arms. 
They  wrote: 

Considering  the  nature  and  importance  of  [the 
above  intelligence,]  we  agree  in  opinion  that  it 
is  our  indispensable  duty  to  keep  it  a  secret 
from  Congress.  ...  As  the  court  of  France  has 
taken  measures  to  negotiate  this  loan  in  the 
most  cautious  and  secret  manner,  should  we 
divulge  it  immediately  we  may  not  only  lose 
the  present  benefit  but  also  render  the  court 
cautious  of  any  further  connection  with  such 
unguarded  people  and  prevent  their  granting 
other  loans  of  assistance  that  we  stand  in  need 
of. 


Beginning  with  George  Washington,  al- 
most every  President  has  used  "special 
agents" — people,  often  private  individuals, 
appointed  for  missions  by  the  President  with- 
out Senate  confirmation — to  help  gain  the 
intelligence  about  which  Jay  wrote,  and  to 
engage  in  a  broad  range  of  other  activities 
with  or  against  foreign  countries.  The  first 
such  agent  was  Gouverneur  Morris,  who  was 
sent  to  Great  Britain  in  1789  to  explore  the 
chances  for  opening  normal  diplomatic  com- 
munications. At  the  same  time,  Britain  sent 
a  "private  agent"  to  the  United  States  who 
communicated  outside  normal  channels 
through  Secretary  of  Treasury  Alexander 
Hamilton  instead  of  through  the  Francophile 
Secretary  of  State,  Thomas  Jefferson.  Wash- 
ington's agents  were  paid  from  a  "secret  ser- 
vice" fund  he  was  allowed  to  use  at  his 
discretion,  without  detailed  accounting. 

During  the  country's  first  century,  Presi- 
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dents  used  literally  hundreds  of  secret  agents 
at  their  own  discretion.  Congress  did  give  the 
President  a  contingency  fund  for  these 
agents,  but  never  specifically  approved,  or 
was  asked  to  approve  any  particular  agent  or 
activity.  In  fact,  Congress  never  approved  or 
was  asked  to  approve  covert  activity  in  gen- 
eral. The  Presidents  were  simply  using  their 
inherent  executive  powers  under  Article  II  of 
the  Constitution.  For  the  Congresses  that 
had  accepted  the  overt  presidential  uses  of 
military  force  summarized  in  the  previous 
section,  the  use  of  Executive  power  for  these 
kinds  of  covert  activities  raised  no  constitu- 
tional questions. 


CONCLUSION 

Presidents  asserted  their  constitutional  inde- 
pendence from  Congress  early.  They  en- 
gaged in  secret  diplomacy  and  intelligence 
activities,  and  refused  to  share  the  results 
with  Congress  if  they  saw  fit.  They  unilater- 
ally established  U.S.  military  and  diplomatic 
policy  with  respect  to  foreign  belligerent 


states,  in  quarrels  involving  only  third  par- 
ties. They  enforced  this  policy  abroad,  using 
force  if  necessary.  They  engaged  U.S.  troops 
abroad  to  serve  American  interests  without 
congressional  approval,  and  in  a  number  of 
cases  apparently  against  explicit  directions 
from  Congress.  They  also  had  agents  engage 
in  what  would  commonly  be  referred  to  as 
covert  actions,  again  without  Congressional 
approval.  In  short,  Presidents  exercised  a 
broad  range  of  foreign  policy  powers  for 
which  they  neither  sought  nor  received  Con- 
gressional sanction  through  statute. 

This  history  speaks  volumes  about  the 
Constitution's  allocation  of  powers  between 
the  branches.  It  leaves  little,  if  any,  doubt 
that  the  President  was  expected  to  have  the 
primary  role  of  conducting  the  foreign  policy 
of  the  United  States.  Congressional  actions 
to  limit  the  President  in  this  area  therefore 
should  be  reviewed  with  a  considerable  de- 
gree of  skepticism.  If  they  interfere  with  core 
presidential  foreign  policy  functions,  they 
should  be  struck  down.  Moreover,  the  lesson 
of  our  constitutional  history  is  that  doubtful 
cases  should  be  decided  in  favor  of  the  Presi- 
dent. 
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CHAPTER  4 


Constitutional  Principles 
in  Court 


The  historical  examples  given  in  the  preced- 
ing section  point  the  way  toward  a  proper 
understanding  of  the  Executive's  foreign  pol- 
icy powers  as  those  powers  have  evolved 
under  the  Constitution.  The  assertion  by 
Presidents,  and  the  acceptance  by  Congress, 
of  inherent  presidential  powers  in  foreign 
policy  were  the  normal  practice  in  American 
history  before  the  1970s,  not  an  aberration. 
The  history  therefore  creates  a  strong  pre- 
sumption against  any  new  constitutional  in- 
terpretation that  would  run  counter  to  the 
operative  understanding  in  the  legislative 
and  executive  branches  that  has  endured 
from  the  beginning. 

The  Supreme  Court  has  used  history  in 
just  such  a  presumptive  way.  In  the  Opin- 
ion of  the  Court  in  the  "flexible  tariff"  dele- 
gation case  of  Field  v.  Clark,  Justice 
Harlan  wrote: 


The  practical  construction  of  the  Constitution, 
as  given  by  so  many  acts  of  Congress  [involv- 
ing similar  delegations],  and  embracing  almost 
the  entire  period  of  our  national  existence, 
should  not  be  overruled  unless  upon  a  convic- 
tion that  such  legislation  was  clearly  incom- 
patible with  the  law  of  the  land. 


The  point  of  this  quotation  is  not  that  histori- 
cal usage  must  slavishly  be  followed.  Rather, 
it  is  that  historical  precedents — especially 
ones  that  began  almost  immediately,  with 
the  support  of  many  who  participated  in  the 
1787  Convention — carry  a  great  deal  of 
weight  in  any  discussion  about  what  the 
Constitution  was  supposed  to  mean  in  the 
real  world  of  government. 

The  historical  examples  clearly  undermine 
the  position  of  the  staunchest  proponents  of 
Congressional  power:  that  Presidents  were 
intended  to  be  ministerial  clerks,  whose  only 
authority  (except  for  subjects  explicitly  men- 
tioned in  Article  II)  must  come  from  Con- 
gress. But  that  still  leaves  two  other 
possibilities  that  must  be  considered  when 
judging  the  constitutional  validity  of  execu- 
tive action.  One  is  that  a  particular  exercise 
of  presidential  power  may  have  been  accept- 
able in  the  past  only  because  Congress  had 
not  yet  spoken  on  the  subject.  The  other  is 
that  at  least  some  exercises  of  implied  power 
(i.e.,  power  not  explicitly  stated  in  Article  II) 
are  so  central  to  the  office  that  they  remain 
beyond  the  constitutional  reach  of  legislative 
prohibition.  The  Supreme  Court  precedents 
discussed  below  show  that  many  of  the  major 
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Iran-Contra  actions  undertaken  by  President 
Reagan,  his  staff,  and  other  executive  branch 
officials,  fall  into  the  constitutionally  pro- 
tected category. 


THE  STEEL  SEIZURE  CASE  AND 
INHERENT  PRESIDENTIAL  POWER 

Justice  Robert  Jackson's  concurring  opinion 
in  the  Steel  Seizure  Case  (Youngstown  Sheet 
and  Tube  Co.  v.  Sawyer)  is  often  used  as  a 
basis  for  outlining  the  logically  possible  con- 
stitutional relationships  between  legislative 
and  executive  power.  In  the  case's  most  fa- 
mous dictum,  Jackson  wrote: 

We  may  well  begin  by  a  somewhat  over-sim- 
plified grouping  of  practical  situations  in 
which  a  President  may  doubt,  or  others  may 
challenge,  his  powers,  and  by  distinguishing 
roughly  the  legal  consequences  of  this  factor 
of  relativity. 

1.  When  the  President  acts  pursuant  to  an  ex- 
press or  implied  authorization  of  Congress,  his 
authority  is  at  its  maximum,  for  it  includes  all 
that  he  possesses  in  his  own  right  plus  all  Con- 
gress can  delegate.  .  .  . 

2.  When  the  President  acts  in  absence  of  either 
a  congressional  grant  or  denial  of  authority,  he 
can  only  rely  upon  his  own  independent  pow- 
ers, but  there  is  a  twilight  in  which  he  and 
Congress  may  have  concurrent  authority,  or  in 
which  its  distribution  is  uncertain.  .  .  . 

3.  When  the  President  takes  measures  incom- 
patible with  the  express  or  implied  will  of  Con- 
gress, his  power  is  at  its  lowest  ebb,  for  then  he 
can  rely  only  upon  his  own  constitutional  pow- 
ers minus  any  constitutional  powers  of  Con- 
gress over  the  matter.  Courts  can  sustain 
exclusive  presidential  control  in  such  a  case 


only  by  disabling  the  Congress  from  acting 
upon  the  subject. 

The  major  issues  in  the  Iran-Contra  inves- 
tigation have  to  do  with  incidents  about 
which  Congress  ostensibly  has  spoken.  In 
other  words,  putting  aside  issues  of  statutory 
construction  to  be  argued  in  later  chapters, 
they  all  fall  into  Jackson's  third  category,  the 
one  where  presidential  power  is  supposedly 
at  its  weakest.  Even  in  this  category,  how- 
ever, Jackson  conceded  that  Congress  is 
"disabled"  from  interfering  with  some  mat- 
ters. 

The  President  does  not  have  plenary 
power  to  do  whatever  he  wants  in  foreign 
policy;  Congress  does  have  some  legislative 
powers  in  the  field.  However,  there  are  some 
foreign  policy  matters  over  which  the  Presi- 
dent is  the  "sole  organ"  of  government  and 
Congress  may  not  impinge  upon  them. 


THE  PRESIDENT  AS  THE  "SOLE 
ORGAN"  FOR  DIPLOMACY 

We  have  shown  that  the  Constitution  gives 
the  President  some  power  to  act  on  his  own 
in  foreign  affairs.  What  kinds  of  activities  are 
set  aside  for  him?  The  most  obvious — other 
than  the  Commander-in-Chief  power  and 
others  explicitly  listed  in  Article  II — is  the 
one  named  in  Curtiss-Wright:  the  President 
is  the  "sole  organ"  of  the  government  in  for- 
eign affairs.  That  is,  the  President  and  his 
agents  are  the  country's  eyes  and  ears  in  ne- 
gotiation, intelligence  sharing  and  other 
forms  of  communication  with  the  rest  of  the 
world. 

This  view  has  long  and  until  recently  un- 
challenged history.  As  was  mentioned  in  the 


403 


earlier  historical  section,  the  phrase  origi- 
nated in  Alexander  Hamilton's  Pacificus  pa- 
pers of  1793  and  was  used  by  John  Marshall 
in  a  House  floor  debate  in  1800.  The  1860 
lower  court  decision  of  Durand  v.  Hollins 
described  the  President  as  "the  only  legiti- 
mate organ  of  the  government,  to  open  and 
carry  on  correspondence  or  negotiations 
with  foreign  nations,  in  matters  concerning 
the  interests  of  the  country  or  of  its  citizens." 
Justice  Jackson  also  referred  to  the  con- 
cept in  an  opinion  written  just  four  years 
before  the  Steel  Seizure  Case.  In  C.  &  S.  Air 
Lines  v.  Waterman  Corp.,  a  case  involving  a 
Civilian  Aeronautics  Board  decision  to  deny 
an  airline  a  license  to  serve  foreign  countries, 
Jackson  said: 

Congress  may  of  course  delegate  very  large 
grants  of  its  power  over  foreign  commerce  to 
the  President.  [Citation  omitted.]  The  Presi- 
dent also  possesses  in  his  own  right  certain 
powers  conferred  by  the  Constitution  on  him 
as  Commander-in-Chief  and  as  the  Nation's 
organ  in  foreign  affairs.  For  present  purposes, 
the  order  draws  vitality  from  either  or  both 
sources. 

Finally,  to  complete  this  brief  history,  the 
passage  from  Curtiss-Wright  with  the  "sole 
organ"  reference  was  quoted  and  reaffirmed 
in  Dame  &  Moore  v.  Regan  in  1981. 


power  to  prohibit  the  President  from  sharing 
information,  asking  other  governments  to 
contribute  to  the  Nicaraguan  resistance,  or 
entering  into  secret  negotiations  with  fac- 
tions inside  Iran.  Such  conversations  are 
paradigms  of  what  Chief  Justice  John  Mar- 
shall said  in  Marbury  v.  Madison:  "The 
President  is  invested  [by  the  Constitution] 
with  important  political  powers  in  the  exer- 
cise of  which  he  is  to  use  his  own  discretion." 
In  addition,  as  Marbury  made  clear,  these 
powers  do  not  stop  with  the  President.  To 
make  them  effective,  the  President  may  exer- 
cise his  own  discretion  through  agents  of  his 
own  choice. 

To  aid  him  in  the  performance  of  these  duties, 
he  is  authorized  to  appoint  certain  officers  who 
act  by  his  authority  and  in  conformity  with  his 
orders.  In  such  cases,  their  acts  are  his  acts; 
and  whatever  opinion  may  be  entertained  of  the 
manner  in  which  executive  discretion  may  be 
used,  still  there  exists,  and  can  exist,  no  power 
to  control  that  discretion.  .  .  . 

The  conclusion  from  this  reasoning  is,  that 
where  the  heads  of  departments  are  the  politi- 
cal or  confidential  agents  of  the  executive, 
merely  to  execute  the  will  of  the  president,  or 
rather  to  act  in  cases  in  which  the  executive 
possesses  a  constitutional  or  legal  discretion, 
nothing  can  be  more  perfectly  clear  than  that 
their  acts  are  only  politically  examinable. 


The  "Sole  Organ"  and  the  Boland 
Amendments 

What  are  the  implications  for  the  Iran-Con- 
tra  investigation  of  characterizing  the  Presi- 
dent as  the  "sole  organ"  of  foreign  policy? 
For  one  thing,  it  is  beyond  question  that 
Congress  did  not  have  the  constitutional 


What  follows  from  Chief  Justice  Mar- 
shall's opinion  in  Marbury  is  that  if  Congress 
cannot  prevent  the  President  from  exercising 
discretion  over  a  particular  matter,  neither 
may  it  prevent  the  President's  personal  staff 
on  the  National  Security  Council,  the  De- 
partments of  State  and  Defense,  the  Intelli- 
gence Community,  or  the  President's  ad  hoc 
personal  representatives,  from  performing 
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the  same  tasks  on  the  President's  orders  and 
in  his  own  name. 

Many,  if  not  all,  of  the  actions  by  represen- 
tatives of  the  U.S.  government  that  have 
been  alleged  to  run  counter  to  the  Boland 
amendments  were  essentially  forms  of  infor- 
mation sharing  and  diplomatic  communica- 
tion. To  the  extent  that  such  activities  by  the 
NSC  staff,  CIA,  State  Department  or  De- 
fense Department  were  covered  by  the 
amendments — and  we  shall  argue  that  many 
were  not — we  believe  the  activities  were  con- 
stitutionally protected  against  limitation  by 
Congress.  The  executive  was  not  bound  to 
follow  an  unconstitutional  effort  to  limit  the 
President's  powers. 


PROTECTING  AMERICAN  CITIZENS 
ABROAD 

One  inherent  presidential  power  particularly 
relevant  to  the  Iranian  side  of  this  investiga- 
tion is  the  power  to  protect  the  lives  and 
interests  of  American  citizens  abroad. 

In  July  1854,  U.S.  Navy  Commander 
George  S.  Hollins  demanded  reparations 
from  Nicaragua  after  a  U.S.  official  was  in- 
jured during  a  riot.  When  he  failed  to  receive 
satisfaction,  Hollins  ordered  his  ships  to 
bombard  San  Juan  del  Norte,  otherwise 
known  as  Greytown.  Calvin  Durand  then 
sued  Hollins  in  the  Circuit  Court  for  the 
Southern  District  of  New  York  for  damages 
the  bombardment  had  caused  to  his  prop- 
erty. In  its  opinion  denying  Durand's  claim, 
the  court  said: 

As  the  executive  head  of  the  nation,  the  presi- 
dent is  made  the  only  legitimate  organ  of  the 
general  government,  to  open  and  carry  on  cor- 


respondence or  negotiations  with  foreign  na- 
tions, in  matters  concerning  the  interest  of  the 
country  or  of  its  citizens.  It  is  to  him,  also,  the 
citizens  abroad  must  look  for  protection  of 
person  and  of  property,  and  for  the  faithful 
execution  of  the  laws  existing  and  intended  for 
their  protection.  For  this  purpose,  the  whole 
executive  power  of  the  country  is  placed  in  his 
hands,  under  the  constitution,  and  the  laws 
passed  in  pursuance  thereof.  .  .  . 


THE  CONSTITUTIONAL  LIMITS  TO 
CONGRESSIONAL  RESTRICTIONS 

All  of  these  court  decisions  demonstrate  that 
the  President  was  meant  to  have  a  substan- 
tial degree  of  discretionary  power  to  do 
many  of  the  kinds  of  things  President  Rea- 
gan did  in  Iran  and  Central  America.  They 
do  not  suggest  that  a  President  can  do  any- 
thing he  wants.  Congress  and  President  were 
given  different  resources  and  different  modes 
of  influencing  the  same  policy  arenas.  Both 
President  and  Congress  can  sway  the  U.S. 
posture  toward  Nicaragua  or  Iran,  for  exam- 
ple, but  each  have  their  own  characteristic 
tools  to  bring  to  bear  on  the  subject.  What 
the  Constitutional  separation  of  powers  pro- 
tects is  not  the  President's  or  Congress's  pre- 
cise sway  over  particular  events.  That  is  for 
the  individual  occupants  of  each  branch  to 
earn.  But  the  Constitution  does  prevent  ei- 
ther branch  from  using  its  own  powers,  or 
modes  of  activity,  to  deprive  the  other 
branch  of  its  central  functions. 

Congress  may  not  use  its  control  over  ap- 
propriations, including  salaries,  to  prevent 
the  executive  or  judiciary  from  fulfilling 
Constitutionally  mandated  obligations.  The 
implication  for  the  Boland  amendments  is 
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obvious.  If  any  part  of  the  amendments 
would  have  used  Congress's  control  over  sal- 
aries to  prevent  executive  actions  that  Con- 
gress may  not  prohibit  directly,  the 
amendments  would  be  just  as  unconstitu- 
tional as  if  they  had  dealt  with  the  subject 
directly. 


CONCLUSION 

The  Constitution  gives  important  foreign 
policy  powers  both  to  Congress  and  to  the 
President.  Neither  can  accomplish  very 
much  over  the  long  term  by  trying  to  go  it 
alone.  The  President  cannot  use  the  coun- 
try's resources  to  carry  out  policy  without 
congressional  appropriations.  At  the  same 
time,  Congress  can  prohibit  some  actions, 


and  it  can  influence  others,  but  it  cannot  act 
by  itself,  and  it  is  not  institutionally  designed 
to  accept  political  responsibility  for  specific 
actions.  Action  or  implementation  is  a  pecu- 
liarly executive  branch  function. 

The  Constitution's  requirement  for  coop- 
eration does  not  negate  the  separation  of 
powers.  Neither  branch  can  be  permitted  to 
usurp  functions  that  belong  to  the  other.  As 
we  have  argued  throughout,  and  as  the  Su- 
preme Court  reaffirmed  in  1983,  "the  powers 
delegated  to  the  three  branches  are  function- 
ally identifiable."  The  executive  branch's 
functions  are  the  ones  most  closely  related  to 
the  need  for  secrecy,  efficiency,  dispatch,  and 
the  acceptance  by  one  person,  the  President, 
of  political  responsibility  for  the  result.  This 
basic  framework  must  be  preserved  if  the 
country  is  to  have  an  effective  foreign  policy 
in  the  future. 
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NICARAGUA 


CHAPTER  5 


Nicaragua: 
The  Context 


It  is  impossible  to  understand  the  motiva- 
tions for  the  Administration's  actions  with- 
out first  understanding  the  strategic  and 
political  context  within  which  it  was  operat- 
ing. In  describing  these  circumstances,  it  is 
necessary  to  begin  with  the  fact  that  the  San- 
dinista  Government  in  Nicaragua  is  a  Com- 
munist regime  that  openly  espouses  the 
expansionist,  Leninist  doctrine  of  "revolu- 
tion without  borders."  Because  of  this,  and 
because  the  Sandinistas  have  behaved  in  a 
manner  consistent  with  the  doctrine  by  sup- 
porting Communist  insurgencies  elsewhere 
in  Central  America,  Nicaragua  has  become  a 
direct  threat  to  the  stability  of  the  govern- 
ments of  its  neighbors  and  to  U.S.  security 
interests. 


The  minority  recounts  a  1980  speech  by  a  mem- 
ber of  the  House  Intelligence  Committee,  Rep. 
C.W.  "Bill"  Young  of  Florida,  who  objected  to 
the  Carter  Administration's  assessment  that  the 
Sandinistas  were  following  democratic  proce- 
dures. He  complained  that  Presidential  orders 
barred  Congressional  staff  members  from  talk- 
ing to  CIA  analysts  about  Nicaragua,  a  circum- 
stance he  said  suggested  the  intelligence  was 
being  manipulated — the  same  charge  the  major- 


ity report  makes  against  the  Reagan  Adminis- 
tration. 

During  the  period  between  January  1982 
and  January  1985,  while  Congress  was  vacil- 
lating and  pinching  pennies,  the  Soviet 
Union  and  its  allies  provided  about  $500  mil- 
lion in  military  aid  alone  to  Nicaragua.  By 
early  1985,  at  the  time  of  the  cutoff  of  U.S. 
taxpayer  military  assistance  to  the  Resist- 
ance, the  Sandinista  armed  forces  included 
62,000  troops.  Their  arsenal  also  included 
nearly  150  tanks  (of  which  more  than  110 
were  T-55  Soviet  battle  tanks  that  were 
clearly  superior  to  any  other  tank  in  the  re- 
gion), 200  other  armored  vehicles  (mostly 
machine-gun-armed  BTR-60  and  BTR-152 
personnel  carriers  that  can  carry  an  infantry 
squad),  300  missile  launchers,  45  airplanes, 
and  20  helicopters,  including  the  deadly  So- 
viet MI-24  HIND-D  "flying  tanks"  that 
General  Singlaub  described  as  "the  most  ef- 
fective people  killing  machinefs]  in  the 
world." 

During  1985,  the  already  high  level  of  aid 
accelerated.  According  to  publicly  available 
material  provided  by  the  State  Department, 
the  Soviet  Union,  Cuba,  and  Eastern  Bloc 
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countries  gave  Nicaragua  another  $150  mil- 
lion in  military  aid  in  1985.  (In  addition  to 
the  Soviet  Union  and  Cuba,  Nicaragua  is  re- 
ceiving aid  from  Czechoslovakia,  North 
Korea,  Libya,  and  the  Palestine  Liberation 
Organization,  among  others.)  That  figure  for 
military  aid  jumped  to  $580  million  for  1986 
alone.  Between  December  1982  and  October 
1986,  according  to  Defense  Intelligence 
Agency  estimates  discussed  in  these  Com- 
mittees' public  hearings,  the  same  countries 
gave  $1.34  billion  in  military  aid  and  another 
$1.8  billion  in  economic  aid  to  the  Nicarag- 
uan  Government.  The  net  result  is  that 
Nicaragua  has  far  and  away  the  largest 
armed  force  in  all  of  Central  America,  and 
that  does  not  even  take  into  account  approxi- 
mately 2,500  to  3,000  advisers  from  the  So- 
viet Union,  Cuba,  and  other  Soviet  bloc 
countries.  In  contrast,  all  U.S.  humanitarian 
and  military  aid  to  the  Resistance  during  the 
entire  1980s  amounted  to  approximately 
$200  million,  $100  million  of  which  came  in 
the  fiscal  year  from  October  1,  1986  to  Sep- 
tember 30,  1987. 

These  numbers  only  begin  to  give  a  pic- 
ture, however,  of  the  reasons  for  viewing 
Nicaragua  as  a  threat  to  the  region.  Accord- 
ing to  former  National  Security  Advisor 
Robert  C.  McFarlane: 


The  danger  is  not  Nicaraguan  soldiers  taking 
on  the  United  States,  it  is  that  country  serving 
as  a  platform  from  which  the  Soviet  Union  or 
other  surrogates  like  Cuba  can  subvert  neigh- 
boring regimes  and  ultimately  require  the 
United  States  to  defend  itself  against  a  Soviet 
threat,  whether  by  spending  more  dollars  on 
defense  that  we  didn't  need  to,  to  worry  about 
our  southern  border,  whether  we  need  to 
worry  more  about  the  Panama  Canal  now  that 
Russians  are  here,  whether  we  need  to  be  con- 


cerned about  the  half  of  our  oil  imports  that 
come  from  refineries  in  the  Caribbean  within 
MIG  range  of  Nicaragua,  and  we  have  not  had 
to  think  about  these  things  for  a  long  time. 

The  danger,  it  should  be  obvious  from  what 
McFarlane  said,  is  not  simply  that  posed  to 
other  Central  American  countries  by  Nicara- 
gua's own  armed  forces. 

According  to  information  presented  dur- 
ing General  Singlaub's  testimony,  the  Nica- 
raguans  are  building  a  10,000-foot-long 
airstrip  at  Punta  Huete.  As  Representative 
Hyde  observed,  the  runway  is  "capable  of 
accommodating  any  Soviet  aircraft  in  their 
inventory.  That  includes  the  Backfire 
bomber,  the  Bear-D  reconnaissance  aircraft, 
and  it's  strictly  a  military  facility  with  an- 
tiaircraft guns  deployed  around  the  airfield." 
Singlaub  agreed,  and  said  that  what  made 
the  airfield  significant  was  that  it  would  ac- 
commodate intercontinental  as  well  as  short- 
range  aircraft. 

Nor  is  this  all.  The  Soviet  Union  has  an 
intelligence  collection  facility  at  Lourdes 
near  Havana,  Cuba,  that  is  able  to  monitor 
maritime,  military  and  space  communica- 
tions as  well  as  telephone  conversations  in 
the  Eastern  portion  of  the  United  States.  A 
similar  base  in  Nicaragua  would  mean  a  sim- 
ilar capability  for  the  Pacific  and  West  Coast. 
Finally,  the  Nicaraguans  are  building  the 
Corinto  port  facility  that  is  being  made  into 
a  deep  water  port  able  to  accommodate  sub- 
marines. The  Soviet  presence  in  Nicaragua, 
in  other  words,  when  combined  with  its  pres- 
ence in  Cuba,  could  mean  a  Soviet  base  on 
both  ends  of  the  Caribbean  as  well  as  the 
only  Soviet  port  in  the  Pacific  outside  the 
Soviet  Union  itself.  The  latter,  Singlaub  said, 
"would  give  them  for  the  first  time  a  base 
from  which  they  could  threaten  the  West 
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Coast  of  the  United  States."  So  there  is 
plenty  of  reason  for  a  President  of  the  United 
States  to  think  the  Nicaraguan  Government 
is  not  merely  unfortunate  for  its  own  people, 
but  a  distinct  threat  to  the  security  of  the 
region  and,  ultimately,  to  the  United  States. 
When  President  Reagan  sought  to  bring 
pressure  on  the  Nicaraguan  Government  by 
aiding  the  Resistance,  he  was  doing  some- 
thing more  than  merely  furthering  his  own 
policy  goals.  According  to  the  findings  of  the 
Congress  of  the  United  States  and  the  terms 
of  the  OAS  charter,  the  President  was 
obliged  to  do  what  he  could  to  act  against 
Nicaragua's  aggression  against  its  neighbors. 
The  finding  would  not  have  permitted  the 
President  to  violate  laws  that  explicitly  pro- 
hibited the  use  of  appropriated  funds  for  a 
particular  purpose.  Beyond  these  explicit 
prohibitions,  however,  the  President  was  not 
only  permitted  by  his  inherent  foreign  policy 


powers  under  the  Constitution,  but  was  posi- 
tively obliged  to  do  whatever  he  could, 
within  the  law,  to  respond  to  Nicaragua's 
behavior. 

Because  of  this  obligation,  it  is  not  proper 
to  assert  that  the  President  should  have 
gone  out  of  his  way  to  avoid  any  actions 
that  some  of  the  Boland  Amendment's 
sponsors  might  arguably  have  wished  to 
prohibit.  Although  no  President  is  required 
to  so  interpret  a  law  on  any  subject  within 
his  constitutional  authority,  such  a  response 
might  have  made  sense  as  an  act  of  pru- 
dence and  comity  //  Congress  had  only 
passed  a  prohibition.  The  fact,  however,  is 
that  Congress  put  two  sets  of  obligations  on 
the  President,  one  mandating  action  and 
the  other  restricting  it.  Under  the  circum- 
stances, the  President  had  a  duty  to  try  to 
satisfy  both  of  the  mandates,  to  whatever 
extent  he  could  possibly  do  so. 
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CHAPTER  6 


The  Boland 
Amendments 


People  listening  to  the  public  hearings  on  the 
Iran-Contra  Affair  heard  many  statements 
about  the  "spirit  of  the  Boland  Amend- 
ments." Everyone  knows,  the  argument 
goes,  that  Congress  wanted  to  cut  off  all  U.S. 
aid  to  the  Nicaraguan  resistance.  Congress 
did  not  anticipate  that  anyone  on  the  Na- 
tional Security  Council  staff  would  support 
private  and  third-country  fundraising  or  give 
advice  to  and  help  coordinate  the  private  re- 
supply  effort.  Col.  North's  activities  were  a 
clear  attempt,  the  argument  concludes,  to 
circumvent  the  law. 

There  are  three  basic  problems  with  this 
line  of  reasoning.  First,  as  previously  dis- 
cussed, the  Constitution  does  not  permit 
Congress  to  prevent  the  President  or  his 
designated  agents  from  communicating 
with  the  Nicaraguan  resistance  or  from  en- 
couraging other  countries  and  private  citi- 
zens to  support  the  resistance.  Second,  as 
Justice  Frankfurter  said  in  Addison  v.  Holly 
Hill  Co.,  "Congress  expresses  its  meaning 
by  words.  ...  It  is  no  warrant  for  extending 
a  statute  that  experience  may  disclose  that 
it  should  have  been  made  more  comprehen- 
sive." One  of  the  reasons  there  was  so  much 
discussion  of  the  "spirit  of  the  law"  at  the 


hearings  is,  as  we  shall  show,  that  it  is  dif- 
ficult to  argue  the  letter  of  the  law  had  been 
violated.  Finally,  even  this  last  statement 
concedes  too  much.  The  fact  is  that  Con- 
gress was  not  animated  by  a  single  "spirit" 
when  it  passed  the  Boland  Amendments.  It 
is  necessary,  therefore,  to  take  account  of 
the  political  history  in  the  first  part  of  this 
chapter  as  well  as  the  statutory  history  in 
the  rest. 


THE  "SPIRIT"  OF  OCTOBER  1984 

We  have  already  noted  that  at  the  same  time 
Congress  was  denying  appropriations  for  the 
anti-Sandinista  resistance,  it  was  also  declar- 
ing the  Sandinista  Government  to  be  in  vio- 
lation of  a  provision  of  the  OAS  Charter  that 
calls  for  a  response  by  the  President.  In  addi- 
tion, Congress  has  changed  its  collective 
mind  virtually  every  year  over  policy  toward 
Nicaragua.  The  United  States  gave  aid  to  the 
Sandinistas  in  fiscal  1980,  took  aid  away 
from  the  Sandinistas  at  the  end  of  1980  for 
fiscal  year  1981,  and  then  gave  covert  sup- 
port to  the  democratic  resistance  in  1981  for 
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fiscal  year  1982.  For  fiscal  1983,  Congress 
denied  aid  "for  the  purpose  of  overthrowing 
the  government,"  a  restriction  that  was  all 
but  meaningless  and  therefore  adopted  by 
the  House  unanimously.  For  fiscal  year  1984, 
Congress  removed  the  language  about  pur- 
pose but  limited  the  amount  of  assistance  to 
a  level  that  it  knew  would  not  last  for  the  full 
year.  Then,  the  strictest  version  of  the  Bo- 
land  Amendment  was  adopted  for  fiscal 
1985 — partly,  it  is  often  said,  because  Con- 
gress was  upset  at  allegedly  not  having  been 
informed  about  the  CIA's  role  in  connection 
with  the  mining  of  Nicaraguan  harbors. 


THE  WORDS  OF  THE  BOLAND 
AMENDMENT 

The  real  legal  issue  turns,  therefore,  on  the 
exact  words  of  the  Boland  Amendment.  Be- 
fore turning  to  those  words,  however,  it  is 
important  to  bear  in  mind  that  they  were  a 
rider,  or  a  limitation  amendment,  to  an  ap- 
propriations bill.  The  Boland  Amendment 
was  not,  for  example,  like  the  Hatch  Act, 
which  prohibits  specific  (political)  activities 
by  civil  servants  whether  they  are  on  the 
job  or  off.  Nor  is  it  like  the  Neutrality  Act, 
which  also  prohibits  defined  activities  and 
makes  them  criminal.  An  appropriations 
rider,  even  if  it  reaches  salaries,  is  nothing 
more  than  a  limitation  on  the  way  Federal 
funds  may  be  used.  It  does  not  reach  a  per- 
son's whole  life  and  does  not  make  activities 
criminal. 

What  were  the  precise  "funds  available," 
to  use  Mr.  Boland's  words,  whose  use  was 
prohibited?  The  relevant  language  read  as 
follows: 


During  fiscal  year  1985,  no  funds  available  to 
the  Central  Intelligence  Agency,  the  Depart- 
ment of  Defense,  or  any  other  agency  or  entity 
of  the  United  States  involved  in  intelligence 
activities  may  be  obligated  or  expended  for  the 
purpose  or  which  would  have  the  effect  of  sup- 
porting, directly  or  indirectly,  military  or 
paramilitary  operations  in  Nicaragua  by  any 
nation,  group,  organization,  movement  or  in- 
dividual. 

The  terms  of  this  prohibition  apply  to  funds 
made  available  to  specific  arms  of  the  execu- 
tive branch.  The  fiscal  1983  prohibition  of 
aid  "for  the  purpose  of  overthrowing  the 
government"  applied  only  to  funds  available 
to  the  Department  of  Defense  and  Central 
Intelligence  Agency.  The  fiscal  1985  law 
broadens  the  prohibition  to  include  "any 
other  agency  or  entity  of  the  United  States 
involved  in  intelligence  activities."  The  obvi- 
ous question,  given  Col.  North's  activities  in 
behalf  of  the  democratic  resistance,  is 
whether  the  staff  of  the  National  Security 
Council  (NSC)  is  an  "agency  or  entity"  cov- 
ered by  the  act. 

The  minority  disputes  suggestions  that  the  Na- 
tional Security  Council  was  an  agency  or  entity 
involved  in  intelligence  activities.  It  says  legisla- 
tive history  of  various  intelligence  measures  sup- 
ports the  argument  that  it  was  not.  A  1980  Senate 
bill  that  drafted  a  charter  for  the  intelligence 
agencies,  for  example,  omitted  the  NSC  from  its 
long  list  of  covered  agencies.  The  Intelligence 
Oversight  Act  of  1980,  which  was  drawn  from  the 
proposed  charter,  contained  only  a  general  state- 
ment that  it  applied  to  the  Director  of  Central 
Intelligence  and  all  departments,  agencies,  and 
other  entities  involved  in  intelligence  activities. 
The  Boland  Amendment  used  similar  terms  to 
describe  which  agencies  were  restricted  from  aid- 
ing the  Contras. 
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SHARING  INFORMATION  AND 
INTELLIGENCE  UNDER  THE  BOLAND 
AMENDMENT 

A  review  of  the  legislative  history  of  the  Bo- 
land  Amendment  and  related  subsequent 
amendments  makes  clear  that  it  was  lawful 
for  Col.  North  and  others  to  provide  intelli- 
gence to  the  resistance  leadership.  The  legis- 
lative history  also  makes  clear  that  it  is 
reasonable  to  view  the  Boland  Amendment 
as  allowing  the  type  of  information  transfer, 
advice,  and  coordination  that  Col.  North 
and  others  provided  to  the  Contra  resupply 
effort. 


Advice  for  and  Coordination  of 
the  Resupply  Operation 

The  language  and  legislative  history  of  the 
Boland  Amendment,  as  modified  by  the 
"communications"  and  "advice"  provisions, 
also  make  clear  that  Col.  North  and  other 
U.S.  Government  officials  could  legally  pro- 
vide general  advice,  coordination,  and  infor- 
mation with  respect  to  the  Contra  resupply 
operation  that  began  in  late  1985. 

The  Boland  Amendment  provides  that: 

No  funds  . . .  may  be  obligated  or  expended  for 
the  purpose  or  which  would  have  the  effect  of 
supporting,  directly  or  indirectly,  military  or 
paramilitary  operations  in  Nicaragua.  [Em- 
phasis added.] 

This  language  does  not  prohibit  all  support, 
but  only  support  of  a  specific  kind.  The  ques- 
tion that  always  arose,  however,  was  what 
kind  of  support  would  constitute  indirect 
support  of  a  military  operation  inside 
Nicaragua?    After    the    "communications" 


and  "advice"  provisions  were  enacted  in 
1985,  the  Chairmen  of  the  House  and  Senate 
Intelligence  Committees  disagreed  about 
their  meaning — particularly  as  they  might 
apply  to  a  resupply  operation,  as  opposed  to 
specific  military  or  paramilitary  operations 
in  Nicaragua. 

Rep.  Hamilton,  in  a  December  4,  1985, 
letter,  took  the  position  that  the  law  prohib- 
ited advice  about  "logistical  operations  upon 
which  military  or  paramilitary  operations 
depend."  Senator  Durenberger,  in  a  letter 
dated  the  next  day,  however,  said  that  he 
believed  the  law  meant  to  allow  just  such 
advice.  Faced  with  these  conflicting  interpre- 
tations, the  CIA,  after  a  careful  analysis  of 
the  legislative  history,  chose  to  accept  the 
position  that  most  clearly  represented  a  har- 
monization of  the  points  of  difference  be- 
tween the  two  Chambers: 

The  legislative  history,  therefore,  seems  to 
draw  distinctions  between,  on  the  one  hand, 
participation,  planning,  and  providing  advice 
(which  would  not  be  permitted  in  support  of 
paramilitary  operations)  and,  on  the  other 
hand,  information  sharing,  including  advice  on 
the  delivery  of  supplies.  .  .  .  There  is  no  clear 
indication  that  Congress  intended  to  prohibit 
the  CIA  from  giving  advice  on  supply  opera- 
tions, and  some  indication  that  it  did  intend  to 
distinguish  between  mere  information-sharing 
and  actual  participation  in  such  operations. 
Furthermore,  there  would  appear  to  be  a  valid 
distinction  between  permissible,  general  mili- 
tary resupply  operations  and  operations  in  the 
context  of  specific  military  operations,  which 
were  not  authorized.  .  .  . 

Merely  passing  intelligence  on  Sandinista  gun 
or  radar  placements,  weather  conditions, 
flight  vectors,  and  other  information  to  assist 
in  the  delivery  of  supplies  for  general  mainte- 
nance of  the  forces  in  the  field  would  not 
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seem  to  be  prohibited,  both  because  this 
would  not  constitute  "participation,"  and  be- 
cause this  would  not  be  "integral"  to  a 
"paramilitary  operation"  as  contemplated  by 
Congress." 

We  agree  with  the  legal  conclusions  reached 
in  this  memorandum.  Based  on  these  conclu- 
sions, we  would  argue  that  virtually  all,  if  not 
all,  of  Col.  North's  activities  in  support  of  the 
democratic  resistance  would  have  been  legal 
even  if  the  Boland  Amendment  had  applied 
to  the  NSC.  By  extension,  we  believe  that 


virtually  all,  if  not  all,  of  the  activities  of 
employees  of  other  executive  branch  agen- 
cies and  entities  that  were  covered  were  also 
legal.  The  worst  that  can  be  said  of  all  of 
these  people  is  that  they  adopted  one  side  of 
a  reasonable  dispute  over  interpretation.  In 
that  dispute,  the  opinions  of  the  Senate  are 
every  bit  as  much  of  a  valid  indicator  of  Con- 
gress's intention  as  the  House's.  There  is  no 
way,  therefore,  that  behavior  undertaken  in 
reliance  on  the  Senate's  legislative  record  can 
fairly  be  interpreted  as  an  intentional  flout- 
ing of  the  law. 
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CHAPTER  7 


Who  Did  What 
to  Help  the 
Democratic  Resistance? 


The  public  hearings  of  these  Committees 
presented  a  confusing  picture  of  U.S.  assist- 
ance to  the  Nicaraguan  democratic  Resist- 
ance during  the  period  of  the  Boland 
Amendments.  The  overall  impression  the 
Committees'  majority  tried  to  create  was 
that  the  government  was  engaged  in  a  mas- 
sive effort  to  subvert  the  law.  A  careful  re- 
view shows,  however,  that  this  simply  was 
not  the  case.  The  NSC  staffs  activities  fell 
into  two  basic  categories.  Some  were  the 
kinds  of  diplomatic  communication  and  in- 
formation sharing  that  Congress  may  not 
constitutionally  prohibit,  even  if  Congress 
had  intended  the  Boland  Amendment  to 
apply  to  the  NSC.  Others,  with  the  possible 
exception  of  the  diversion,  were  in  accord- 
ance with  the  law,  as  we  have  analyzed  it  in 
the  preceding  section. 

Given  the  nature  of  the  strategic  threat  in 
Central  America,  we  also  believe  President 
Reagan  had  more  than  a  legal  right  to  pursue 
this  course  of  assistance  to  the  Contras.  We 
believe  he  was  correct  to  have  done  so.  The 
mixed  signals  Congress  was  giving  indicates 
that  many  members  agreed.  Our  only  regret 
is  that  the  Administration  was  not  open 


enough  with  Congress  about  what  it  was 
doing. 

We  have  no  intention  here  of  trying  to 
present  all  of  the  evidence  the  Committees 
received  about  what  each  person  did.  If  we 
did,  our  dissent  would  have  to  be  as  long  as 
the  Committees'  narrative.  Frankly,  we  be- 
lieve the  mind-numbing  detail  in  that  narra- 
tive obscures  as  much  as  it  reveals,  leaving 
readers  with  some  fundamentally  mistaken 
impressions. 


THE  PRESIDENT 

President  Reagan  gave  his  subordinates 
strong,  clear  and  consistent  guidance  about 
the  basic  thrust  of  the  policies  he  wanted 
them  to  pursue  toward  Nicaragua.  There  is 
some  question  and  dispute  about  precisely 
the  level  at  which  he  chose  to  follow  the 
operational  details.  There  is  no  doubt,  how- 
ever, about  the  overall  management  strategy 
he  followed.  The  President  set  the  U.S.  pol- 
icy toward  Nicaragua,  with  few  if  any  am- 
biguities, and  then  left  subordinates  more  or 
less  free  to  implement  it. 
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THE  VICE  PRESIDENT 

There  is  no  evidence  that  Vice  President 
George  Bush  knew  about  either  the  Contra 
resupply  effort  or  the  diversion  of  funds  to 
the  democratic  Resistance.  The  Vice  Presi- 
dent's staff  does  acknowledge  having  learned 
about  General  Secord's  resupply  operation 
from  Felix  Rodriguez  in  August  1986.  The 
staff  members  informed  the  relevant  agen- 
cies, but  said  they  did  not  think  the  issue 
warranted  informing  Bush  at  the  time.  The 
testimony  all  says  the  subject  was  not  dis- 
cussed with  the  Vice  President.  Two  April 
scheduling  memoranda  did  use  the  word 
"resupply"  in  connection  with  one  Ro- 
driguez visit  to  the  Vice  President's  office, 
but  there  is  no  reason  to  infer  from  a  single 
phrase  that  the  Vice  President's  staff  had  full 
knowledge  of  a  subject  the  NSC  staff  was 
deliberately  keeping  from  them. 


NATIONAL  SECURITY  COUNCIL  STAFF 

Robert  McFarlane  and  John  Poindexter  ap- 
pear to  have  had  different  views  of  what  the 
President  wanted,  and  what  the  law  would 
allow,  the  NSC  staff  to  do.  It  is  important  to 
be  clear,  however,  that  with  the  possible  ex- 
ception of  some  small  fraction  of  NSC  staff 
salaries,  overhead,  and  small  amounts  of 
travel  expenses — all  of  which  could  legiti- 
mately have  been  used  in  any  event  to  main- 
tain contact  by  the  NSC  staff  with  the 
Resistance  leadership  and  others — no  appro- 
priated funds  were  devoted  to  the  efforts  dis- 
cussed below. 

Robert  McFarlane  testified  that  he  be- 
lieved (1)  that  the  NSC  staff  was  covered  by 
the  Boland  Amendment,  and  (2)  that  one  of 


the  principal  purposes  of  the  amendment 
was  to  prevent  the  government  from  raising 
funds  in  support  of  the  Resistance.  He  testi- 
fied that  he  took  this  position  for  political 
reasons,  not  on  the  basis  of  an  analysis  of  the 
law.  It  should  be  noted,  however,  that  al- 
though McFarlane  says  he  was  quite  vocal 
on  the  point  of  NSC  coverage,  Commander 
Paul  Thompson,  formerly  the  NSC's  legal 
counsel,  has  a  different  recollection.  Thomp- 
son said  that  he  remembers  a  discussion  in 
which  he  and  McFarlane  considered 
whether  the  NSC  might  conceivably  be  cov- 
ered and  then  decided  that  the  issue  was 
moot  because  nothing  the  NSC  staff  was 
doing  would  be  a  violation  even  if  it  were 
covered. 


Conclusion 

In  sum,  the  NSC's  activities,  aside  from  its 
normal  duties,  generally  fell  into  two  catego- 
ries. One  involved  information  sharing  with 
the  democratic  Resistance  and  encouraging 
contributions  that — with  the  possible  excep- 
tion of  the  diversion — were  perfectly  legal. 
Activities  such  as  these  could  not  constitu- 
tionally have  been  prohibited  by  statute.  The 
second  category  involved  North's  military 
advice  to  the  Resistance  and  detailed  coordi- 
nation of  the  resupply  effort.  Since  the  NSC 
was  not  covered  by  the  Boland  Amendment, 
these  activities  were  clearly  legal.  But  even  if 
one  assumes  the  NSC  were  covered,  we 
showed  earlier  that  the  amendment  did  not 
prohibit  general  military  advice  and  resupply 
coordination.  Some  of  these  latter  activities, 
however,  perhaps  could  have  been  reached 
by  Congress  without  violating  the  Constitu- 
tion. It  was  to  protect  these  unpopular,  but 
legal  activities  from  possibly  being  made  il- 


418 


legal  that  we  believe  the  NSC  staff  misled 
Congress.  There  is  no  evidence  that  the  Pres- 
ident knew  more  than  general  information 
about  this  side  of  North's  activities,  or  any- 
thing at  all  about  the  deceptions  of  Congress. 


STATE  DEPARTMENT 

Little  or  no  evidence  surfaced  during  these 
hearings  to  suggest  that  the  State  Depart- 
ment was  used  wittingly  or  unwittingly  to 
circumvent  the  Boland  Amendment.  In- 
dividuals such  as  Louis  Tambs  (Ambassador 
to  Costa  Rica)  and  Robert  Owen  (who  had 
a  contract  relationship  with  UNO  under  a 
grant  agreement  with  the  Nicaraguan  Hu- 
manitarian Assistance  Office,  or  NHAO)  did 
assist  North  with  the  resupply  effort,  but  this 
was  done  without  the  knowledge  and  bless- 
ing of  their  superiors  at  the  Department. 
Owen's  assistance  arguably  took  place  dur- 
ing his  "off'  hours,  but  Tambs'  assistance 
with  the  establishment  of  the  Point  West  air- 
field was  clearly  done  in  the  course  of  his 
long,  ambassadorial  day.  Even  Tambs'  ac- 
tivities, however,  fell  within  the  normal,  legal 
and  constitutionally  protected  scope  of  activ- 
ity for  an  ambassador.  His  error  was  to 
bypass  his  superiors  in  the  State  Department 
by  reporting  outside  channels  to  North.* 
That  is,  the  error — like  that  of  a  CIA  station 
chief,  "Tomas  Castillo" — was  a  matter  of  vi- 
olating his  own  department's  policy  rather 
than  violating  the  law. 

•Ambassador  Tambs  had  been  a  friend  of  Col.  North's  going 
back  to  1982  when  Tambs  was  a  consultant  to  the  NSC.  Later 
when  Tambs  was  the  Ambassador  to  Colombia,  North  per- 
sonally saw  to  it  that  troops  were  sent  to  the  embassy  in 
Colombia  to  protect  Tambs  when  his  life  was  threatened  by 
drug  dealers. 


Elliott  Abrams 

The  main  State  Department  focus  of  the 
Nicaragua  side  of  the  Committees'  investiga- 
tion, however,  was  Elliott  Abrams,  Assistant 
Secretary  of  State  for  Inter-American  Af- 
fairs. Abrams  was  the  main  spokesman  for 
the  Contra  program.  As  chairman  of  the  Re- 
stricted Interagency  Group  (RIG),  Abrams 
therefore  was  a  natural  object  of  suspicion 
for  those  opposed  to  Contra  aid. 

The  theory  that  seemed  to  structure  the 
investigation  of  Abrams'  role  was  that  he 
either  knowingly  assisted  and  advised  North, 
or  that  he  realized  what  North  was  doing  but 
ignored  it  to  let  North  keep  the  Resistance 
alive  while  the  Administration  fought  for 
renewed  Congressional  aid.  There  was  a 
third  possibility  testified  to  by  Abrams,  how- 
ever: that  North  effectively  kept  Abrams  in 
the  dark.  The  evidence  more  clearly  substan- 
tiates what  Abrams  said  than  either  of  the 
other,  more  conspiratorial  theories.  In  this 
respect,  Abrams  was  more  of  a  victim  than 
a  co-conspirator.  He  was  deliberately  kept 
uninformed  by  North  and  Poindexter,  just  as 
were  the  President,  Secretaries  Shultz  and 
Weinberger,  the  Intelligence  Oversight 
Board's  Bretton  Sciaroni,  and  the  United 
States  Congress. 

Abrams  was  not  engaged  in  any  conduct 
that  even  remotely  qualified  as  a  violation  of 
the  Boland  prohibitions  or  of  any  other  law. 

Abrams'  other  major  area  of  testimony  was  his 
statements  to  the  Senate  Intelligence  Committee 
on  November  25, 1986.  He  said  there  had  been  no 
solicitation  of  third  countries,  even  though  he  had 
been  directly  involved  in  soliciting  money  from 
the  Sultan  of  Brunei. 

There  is  no  question  that  Abrams  exer- 
cised very  poor  judgment  in  his  SSCI  [Senate 
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Select  Committee  on  Intelligence]  testimony 
by  attempting  to  answer  questions  regarding 
third  country  fundraising  in  a  technically 
correct,  but  misleading,  manner  to  protect 
the  confidence  of  Brunei.  Abrams  himself  de- 
scribed it  as  an  indefensible  and  foolish  act 
that  he  greatly  regretted.  He  surely  could 
have  asked  the  Senators  to  let  him  refrain 
from  answering  the  question  until  he  had  a 
chance  to  discuss  the  matter  with  the  Secre- 
tary. Ultimately,  Abrams  apologized  to  the 
Senate  Intelligence  Committee  for  his  error, 
six  months  before  these  hearings  began. 


THE  CIA'S  ROLE 

The  Central  Intelligence  Agency  was  not  a 
major  player  in  the  Administration's  efforts 
to  help  the  Nicaraguan  Resistance  during 
the  period  of  the  prohibitory  Boland  Amend- 
ments. That  was  partly  because  the  amend- 
ments explicitly  limited  the  CIA  and  other 
intelligence  agencies.  In  addition,  the  CIA, 
as  an  agency,  wanted  to  avoid  even  coming 
close  to  the  edge  of  the  law.  As  Admiral 
Poindexter  said  in  our  public  hearings, 
"They  wanted  to  be  careful  and  Director 
Casey  was  very  sensitive  to  this,  they  wanted 
to  keep  hands-off  as  much  as  they  could." 
Of  course,  the  agency  could  not  simply 
keep  hands  off.  For  one  thing,  it  was  ex- 
pected throughout  this  period  to  continue 
intelligence  gathering  and  political  support 
for  the  Resistance.  At  the  same  time,  the 
CIA  felt  it  had  to  be  responsive  both  to  Con- 
gress's mandate  and  to  the  Administration's 
strong  support  for  the  Contras.  The  result 
was  an  extremely  difficult  situation  for  career 
professionals  who  had  to  implement  policy 
at  the  operational  level.  The  Chief  of  the 


Central  American  Task  Force  described  his 
feelings  this  way: 

I  knew  almost  from  the  beginning  that  I  was 
caught  between  the  dynamics  of  a  giant  nut- 
cracker of  the  Legislative  on  the  one  hand  and 
the  Executive  on  the  other,  and  I  was  in  the 
center  of  a  very  exposed  position. 

The  minority  recounts  the  CIA's  involvement 
with  the  airstrip  in  Costa  Rica  and  the  Contra  air 
resupply  operation  and  criticizes  Agency  officials 
for  incomplete  testimony  to  Congress  in  October 
of  1986.  But  it  concludes  that  the  statements  to 
legislators  were  "not  a  byproduct  of  an  orches- 
trated conspiracy  to  keep  Congress  in  the  dark." 


Conclusion 

The  CIA  had  to  work  under  difficult,  politi- 
cally charged  circumstances.  To  protect  the 
agency,  its  personnel  steered  a  wide  berth 
around  the  prohibitions  of  the  law.  This  was 
particularly  difficult  to  do  in  an  environment 
in  which  people  were  dying  for  a  cause  the 
Administration  and  the  agency  supported. 
There  were  misunderstandings  in  manage- 
ment, and  errors  in  judgment,  particularly  in 
Congressional  testimony.  But  the  blame  for 
this  situation  must  rest  upon  unclear  laws, 
and  a  vacillating  Congressional  policy,  at 
least  as  much  as  it  does  upon  the  career 
professionals  who  were  faced  with  the  Her- 
culean task  of  implementing  the  law. 


PRIVATE  FUNDRAISING 

The  private  fundraising  activities  in  support 
of  the  Contras  conducted  by  Carl  R.  (Spitz) 
Channell  and  Richard  Miller  received  con- 
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siderable  attention  in  the  news  reports  sur- 
rounding the  Iran-Contra  affair.  The  fund- 
raising  efforts  were  also  the  focus  of  early 
criminal  prosecutions  by  the  Independent 
Counsel,  and  were  explored  somewhat  dur- 
ing our  public  hearings.  They  have  also  re- 
ceived significant  attention  in  the  Majority's 
Report,  where  it  is  portrayed  in  a  lengthy 
chapter  as  a  project  devoid  of  proper  pur- 
poses. 

We  cannot  agree  with  the  analysis  and 
conclusions  of  the  Majority  Report.  We 
agree  that  a  private  fundraising  effort  orga- 
nized and  conducted  by  Mr.  Channell  raised 
funds  for  the  Nicaraguan  democratic  Resist- 
ance; and  we  agree  that  the  manner  in  which 
the  fundraising  activities  were  carried  out 
can  be  criticized.  We  are  in  particular  con- 
cerned that  a  rather  sizable  portion  of  the 
donated  funds  appears  not  to  have  actually 
gone  to  the  Contras.  But  we  disagree  with 
the  majority's  theme  that  the  fundraising  ac- 
tivities represented  an  illegal  conspiracy  im- 
bued throughout  with  criminal  intent  and 
improper  motivations.  Based  on  the  evi- 
dence, we  see  the  private  contributors  as 
being  worthy  of  praise  rather  than  scorn.  For 
the  most  part,  their  actions  represented  good 
faith  activities  of  well-intentioned  American 
citizens  motivated  by  a  genuine — and  com- 
pletely legal — desire  to  do  what  they  could  to 
help  the  Contras  in  a  time  of  need.  The  pri- 
vate actions,  especially  those  of  the  donors, 
were  patriotic  responses  in  harmony  with  the 
policies  of  the  President  that  were  designed 
to  rebut  the  growing  spread  of  Soviet  com- 
munism in  North  America.  Our  basic  con- 
clusions are  as  follows: 

—  Channell  developed  the  private  fundrais- 
ing organizations  and  controlled  their 
solicitations.  Colonel  North  did  not  so- 


licit money.  He  did  not  conspire  with 
Channell  to  commit  tax  fraud.  Any  sug- 
gestion that  North  deliberately  created 
or  nurtured  the  fundraising  network  to 
provide  tax  write-offs,  tax  expenditures, 
or  backdoor  Federal  financing  for  the 
Contras,  is  wholly  without  support  from 
the  evidence. 

—  President  Reagan  had  no  specific  knowl- 
edge of  the  private  fundraising  efforts.  He 
generally  believed  the  persons  he  met 
with  had  donated  to  a  media  campaign 
designed  to  generate  support  for  further 
Contra  funding  by  Congress. 

—  President  Reagan  met  with  individuals  in 
the  White  House  to  thank  them  for  their 
long  term  support  for  his  policies,  not  for 
a  particular  contribution  to  Channell's 
organization. 

—  This  investigation  unfairly  chastised  con- 
servative fundraising  efforts  that  sup- 
ported foreign  policy  goals  inconsistent 
with  those  of  the  majority  of  Congressio- 
nal Democrats.  However,  the  Commit- 
tees failed  to  investigate  parallel 
fundraising  efforts  by  organizations  that 
support  the  Communist  forces  in  Central 
America,  and  use  Members  of  Congress 
in  their  fundraising. 

—  Finally,  the  private  fundraising  investiga- 
tion of  our  Committees  needlessly 
harassed  private  citizens  whose  political 
views  happen  to  be  contrary  to  the  views 
held  by  the  majority,  by  asking  them 
questions  that  intruded  on  their  privacy 
and  were  irrelevant  to  the  Committees' 
investigation. 

Conclusions 

It  is  fully  legal  for  private  individuals  to  raise 
money  for  weapons,   and  then  send   that 
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money  to  bank  accounts  controlled  by  the 
Nicaraguan  democratic  Resistance.  The  in- 
formation to  which  Channell  pled  guilty  was 
not  about  raising  money  for  lethal  aid  for  the 
Contras  per  se,  but  about  using  a  tax  exempt 
corporation,  NEPL,  to  do  so.  Channell 
formed  several  entities  in  his  fundraising  net- 
work to  respond  to  the  complicated  tax  laws 
covering  charitable  and  political  activities. 
There  is  no  evidence  that  indicates  North 
knew  about  the  tax  problem,  much  less  con- 
spired with  Channell  and  Miller.  This  con- 
clusion is  supported  by  the  fact  that 
Channell  did  not  know  of  any  contributors 
who  donated  money  because  NEPL  was  tax 
exempt  who  would  not  have  donated  if 
NEPL  were  not  tax  exempt.  As  for  Colonel 
North's  other  activities,  there  is  no  evidence 
that  North  instructed  Channell  to  use  NEPL 
to  raise  money  for  the  Contras.  In  addition, 
he  did  not  solicit  money  from  contributors. 
There  can  be  no  question  that  North  know- 
ingly conveyed  the  impression  that  he  fa- 
vored what  Channell  was  trying  to  do,  but 
there  is  nothing  wrong  with  the  White  House 
openly  endorsing  private  activities  in  support 
of  Administration  policy. 


Left  Wing  Private  Fundraising 

Conservative  fundraising  organizations  have 
been  criticized  during  this  investigation  be- 
cause they  have  raised  money  to  support  pol- 
icy goals  that  a  majority  of  the  Democratic 
Members  of  Congress  did  not  support. 
Clearly,  it  is  permissible  under  current  law  to 
raise  money  for  foreign  political  movements, 
including  military  activities.  If  there  were 
any  question  about  this,  the  Committees 
should — for  the  sake  of  a  balanced,  fair  re- 
cord— have  devoted  similar  resources  inves- 


tigating organizations  that  support  left-wing 
forces  in  Central  America  opposed  to  United 
States  foreign  policy  that  use  Members  of 
Congress  in  their  fundraising. 

Several  organizations  have  opposed 
United  States  policy  in  Central  America  by 
sending  money  and  supplies  to  El  Salvador. 
The  most  notable  is  the  Committee  in  Soli- 
darity with  the  People  of  El  Salvador 
(CISPES)  which  Assistant  Secretary 
Abrams  described  as  an  organization  that 
"essentially  serves  as  a  front  for  the  FMLN 
guerrillas  in  El  Salvador".  According  to  a  31 
page  set  of  State  Department  cables  about 
these  groups  that  was  introduced  by  Rep. 
Bill  McCollum  as  a  Committee  exhibit, 
CISPES  was  founded  in  1980  by  the  leader 
of  the  Salvadoran  Communist  Party,  Shank 
Handal.  This  Washington,  D.C.  based  orga- 
nization coordinates  efforts  of  a  major  U.S. 
support  network.  CISPES  activities  are  said 
to  include,  among  other  things,  a  program  to 
send  material  aid  to  Central  American  strug- 
gles and  "creative  harassment"  at  public  ap- 
pearances and  speaking  engagements  of 
individuals  who  support  U.S.  policy. 

New  El  Salvador  Today  (NEST)  is  an  or- 
ganization that  has  worked  closely  with 
CISPES  on  fundraising,  volunteer  training, 
and  other  activities.  NEST  has  raised  funds 
for  projects  in  areas  of  El  Salvador  controlled 
by  the  Communist  insurgents. 

There  have  been  allegations,  included  in 
the  State  Department  cables,  to  the  effect 
that  much  of  the  money  received  by  organi- 
zations such  as  these  ends  up  in  the  coffers  of 
guerrilla  groups,  or  being  used  to  provide 
welfare  services  that  help  the  FMLN's  politi- 
cal program  in  areas  the  FMLN  controls. 
According  to  a  State  Department  interview 
with  former  Salvadoran  leftist  guerrilla 
leader,  Miguel  Castellanos,  the  Western  De- 
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mocracies  became  the  largest  source  of  cash 
for  the  guerrillas  during  the  1980s.  Castel- 
lanos  served  on  the  finance  committee  of  the 
Popular  Forces  of  Liberation  (PFL)  in  1978 
and  defected  in  1985.  He  stated  that  the 
guerrilla  groups  set  up  institutions  to  collect 
donations  from  leftist  humanitarian  organi- 
zations and  use  that  money  without  concern 
for  its  original  purpose.  Approximately  70% 
of  the  money  which  purported  to  go  for  hu- 
manitarian assistance  actually  went  for  the 
purchase  of  arms. 


Overstepping  the  Bounds 

With  the  time  it  saved  not  investigating 
groups  on  the  left,  the  private  fundraising 
investigation  has  needlessly  harassed  private 
citizens  who  happen  to  hold  conservative 
foreign  policy  views.  Witnesses  were  forced 
to  travel  long  distances  and  testify  concern- 
ing money  which  they  legitimately  gave  to 
political  organizations.  Committee  attorneys 
questioned  witnesses  about  their  political  ac- 
tivity, religious  affiliations,  educational  back- 
grounds, employment  history,  political 
lineage,  roommate's  political  contributions, 
social  associations,  and  more.  The  subpoenas 
issued  to  many  of  ChannelPs  contributors 
required  tax  returns,  correspondence  related 
to  Nicaragua,  documents  concerning  politi- 
cal contributions  and  other  broad  categories 
of  personal  papers,  without  any  apparent  ef- 
fort being  made  to  limit  the  material  to  items 
that  fell  within  the  Committees'  legitimate 
mandate  to  investigate  governmental  activi- 
ties. 

If  Congress  wants  to  be  worthy  of  trust  as 
an  institution,  it  has  to  restrain  itself.  Just  as 
the  President  ultimately  has  to  accept  re- 
sponsibility for  the  actions  of  any  one  subor- 


dinate who  zealously  steps  over  the  line,  so 
too  must  these  Committees  bear  the  respon- 
sibility for  the  actions  of  one  of  its  own  staff, 
even  if — or  especially  because — they  were 
not  typical  of  the  Committees'  work  as  a 
whole. 


CONCLUSION 

Our  analysis  of  the  past  two  chapters  has 
largely  been  about  legal  questions.  It  has 
shown  the  Administration  did  stay  within 
the  law.  By  giving  the  Administration  a  clean 
bill  of  legal  health,  however,  we  do  not  in- 
tend to  be  endorsing  the  wisdom  of  every- 
thing it  was  doing.  Notwithstanding  our 
legal  opinions,  we  think  it  was  a  fundamental 
mistake  for  the  NSC  staff  to  have  been  secre- 
tive and  deceptive  about  its  actions.  The  re- 
quirement for  building  long  term  political 
support  means  that  the  Administration 
would  have  been  better  off  if  it  had  con- 
ducted its  activities  in  the  open.  Thus,  the 
President  should  simply  have  vetoed  the 
strict  Boland  Amendment  in  mid-October 
1984,  even  though  the  amendment  was  only 
a  few  paragraphs  in  an  approximately  1,200 
page  long  continuing  appropriations  resolu- 
tion, and  a  veto  therefore  would  have 
brought  the  Government  to  a  standstill 
within  three  weeks  of  a  national  election. 
Once  the  President  decided  against  a  veto,  it 
was  self-defeating  for  anyone  to  think  a  pro- 
gram this  important  could  be  sustained  by 
deceiving  Congress.  Whether  technically  il- 
legal or  not,  it  was  politically  foolish  and 
counterproductive  to  mislead  Congress,  even 
if  misleading  took  the  form  of  artful  evasion 
or  silence  instead  of  overt  misstatement. 
We  do  believe  firmly  that  the  NSC  staffs 
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deceits  were  not  meant  to  hide  illegalities. 
Every  witness  we  have  heard  told  us  his  con- 
cern was  not  over  legality,  but  with  the  fear 
that  Congress  would  respond  to  complete 
disclosure  with  political  reprisals,  principally 
by  tightening  the  Boland  Amendments.  That 
risk  should  have  been  taken. 

We  are  convinced  that  the  Constitution 
protects  much  of  what  the  NSC  staff  was 
doing — particularly  those  aspects  that  had 
to  do  with  encouraging  contributions  and 
sharing  information.  The  President's  inher- 
ent constitutional  powers  are  only  as 
strong,  however,  as  the  President's  willing- 


ness to  defend  them.  As  for  the  NSC  ac- 
tions Congress  could  constitutionally  have 
prohibited,  it  would  have  been  better  for  the 
White  House  to  have  tackled  that  danger 
head  on.  Some  day,  Congress's  decision  to 
withhold  resources  may  tragically  require 
U.S.  citizens  to  make  an  even  heavier  com- 
mitment to  Central  America,  perhaps  one 
measured  in  blood  and  not  dollars.  The 
commitment  that  might  eliminate  such  an 
awful  future  will  not  be  forthcoming  unless 
the  public  is  exposed  to  and  persuaded  by  a 
clear,  sustained,  and  principled  debate  on 
the  merits. 
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PART 


V 


IRAN 


CHAPTER  8 


The  Iran 
Initiative 


Simple  plots  make  for  stirring  fiction.  Some- 
times, amateur  historians  fall  into  the  temp- 
tation of  presenting  events  as  if  all  lines 
inevitably  and  always  pointed  toward  the  al- 
ready known  conclusion.  That  is  not  the  way 
events  happen  in  the  real  world.  The  Iran 
chapters  of  the  majority  report  create  the 
impression  that  its  authors  have  fallen  into 
the  amateur  historian's  trap.  The  narrative 
tries  to  simplify  events  and  motivations  for 
the  sake  of  a  story  line.  That  does  a  disservice 
to  history.  The  record  ought  to  reflect  the 
complex  motives  of  the  participants  in  these 
operations.  The  motives  may  be  difficult  to 
determine,  but  papering  the  difficulties  over 
will  not  help  future  generations  learn  from 
what  happened. 

The  majority  report  seems  alternately  to 
be  torn  between  two  theses  about  the  Iran 
Initiative:  that  it  was  strictly  an  arms-for- 
hostages  deal  or  that,  starting  in  December 
1985  or  January  1986,  it  was  driven  by  a 
desire  to  provide  funds  for  the  Contras.  Ad- 
ditionally, the  Iran  sections  of  the  report 
continue  the  majority's  portrayal  of  the  Ad- 
ministration as  a  gang  of  law-breakers  who 
would  do  virtually  anything  to  achieve  their 
objectives,  while  invoking  an  exaggerated 


fear  of  leaks  to  keep  the  truth  about  activities 
from  Congress. 

This  portrayal  is  patently  absurd.  The  hos- 
tages were  important  to  President  Reagan. 
He  probably  did  fall  victim  to  his  own  com- 
passion, and  let  their  personal  safety  weigh 
too  heavily  on  him.  But  it  is  clear  from  all  the 
evidence  we  have  that  the  initiative  was  pur- 
sued primarily  for  strategic  reasons.  We  may 
disagree  with  the  underlying  assumptions,  or 
with  the  decision  to  sell  arms,  but  any  honest 
review  of  the  evidence  must  acknowledge 
these  intentions,  and  with  the  fact  that  strate- 
gic considerations  played  an  important  part 
in  the  discussions  conducted  through  the  so- 
called  Second  Channel. 

Similarly,  the  use  of  residuals  to  benefit  the 
Contras  was  certainly  seen  as  a  plus — a  "neat 
idea" — by  North  and  Poindexter.  But  Con- 
tras funding  never  drove  the  Iran  initiative. 
A  sober  look  at  the  amount  of  money  in- 
volved would  make  that  clear  to  anyone.  At 
most,  the  residuals  were  seen  as  a  peripheral 
benefit  from  a  policy  whose  justification  lay 
elsewhere. 

We  shall  show  in  this  section  of  our  report 
that  the  Administration  did,  in  fact,  substan- 
tially comply  with  the  legal  requirements. 
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Moreover,  the  decision  not  to  notify  Con- 
gress was  not  based  on  an  anti-democratic 
obsession  with  secrecy,  but  was  based  on  the 
same  sound  reasoning  that  led  the  Carter 
Administration  to  the  identical  decision  not 
to  report  operations  during  the  Iranian  hos- 
tage crisis  of  1979  and  1980. 


STRATEGIC  OPENING,  OR  ONLY  AN 
ARMS-FOR-HOSTAGES  DEAL? 

The  majority  report  systematically  down- 
plays the  importance  of  strategic  objectives 
in  the  Iran  initiative.  We  believe,  to  the  con- 
trary, that  the  record  is  unambiguous  on  the 
following  facts:  (1)  that  strategic  objectives 
were  important  to  the  participants  at  all 
times;  (2)  that  the  objectives  were  credible, 
(3)  that  they  were  the  driving  force  for  the 
initiative  at  the  outset,  and  (4)  that  without 
such  a  strategic  concern,  the  initiative  would 
never  have  been  undertaken. 

One  of  the  most  disappointing  forms  of 
evidence-slanting  throughout  the  majority's 
narrative  is  that  it  refuses  adequately  to  pre- 
sent the  key  witnesses'  accounts  of  their  own 
motives,  in  their  own  words,  from  the  hear- 
ing record.  That  failure  is  most  glaring  in 
connection  with  the  witnesses'  statements 
about  the  strategic  motives  behind  the  Iran 
policy.  We  have  no  intention  of  trying  to 
recite  all  of  the  evidence  here.  We  are  con- 
vinced, however,  that  anyone  who  reads  the 
material  we  cite  will  recognize  the  bias  in- 
volved in  presenting  what  purports  to  be  any 
analysis  of  the  arms  sales  without  including 
the  participants'  own  explanations  of  their 
motivations.  The  majority  may  not  agree 
with  the  Administration's  strategic  reason- 
ing, but  it  is  simply  unfair  to  ignore  it. 


The  President's  words  are  probably  the 
most  important  here.  Dale  Van  Atta,  a  re- 
porter, knew  the  essential  facts  of  the  initia- 
tive in  February  1986.  The  President  was 
willing  to  talk  to  him  on  February  24,  on  the 
condition  that  the  information  not  be  used 
until  the  hostages  came  home.  Van  Atta 
asked  the  President  about  the  hostages.  In- 
stead of  answering  in  kind,  the  President 
spoke  about  strategic  matters. 

All  right.  The  Iranian  situation.  We  have  to 
remember  that  we  had  a  pretty  solid  relation- 
ship with  Iran  during  the  time  of  the  Shah. 
We  have  to  realize  also  that  that  was  a  very 
key  ally  in  that  particular  area  in  preventing 
the  Soviets  from  reaching  their  age  old  goal 
of  the  warm  water  ports,  and  so  forth.  And 
now  with  the  take-over  by  the  present  ruler, 
we  have  to  believe  that  there  must  be  ele- 
ments present  in  Iran  that — when  nature 
takes  its  inevitable  course — they  want  to  re- 
turn to  different  relationships  .  .  .  We  have  to 
oppose  what  they  are  doing.  We  at  the  same 
time  must  recognize  we  do  not  want  to  make 
enemies  of  those  who  today  could  be  our 
friends. 


U.S.  INTELLIGENCE  WEAKNESSES  IN 
IRAN 

Although  the  motives  were  clearly  present 
for  trying  to  develop  a  new  relationship 
with  Iran,  the  means  were  not.  In  an  impor- 
tant respect,  the  Iran  initiative  had  at  least 
one  of  its  roots  in  an  intelligence  failure. 
There  are  two  different  intelligence  issues 
raised  by  the  Iran  initiative.  One  is  that  in- 
telligence gaps  or  weaknesses  influenced 
U.S.  decisions.  We  agree  with  this  point. 
The  other  is  that  intelligence  was  "cooked" 
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to  match  the  preconceived  conclusions  of 
policy  makers.  We  strongly  disagree  with 
this  charge,  to  the  extent  that  it  relates  to 
the  information  generated  by  the  executive 
branch.  We  do  believe,  however,  that  some 
officials — most  notably,  Admiral  Poindexter 
and  Director  Casey — failed  adequately  to 
present  the  U.S.  intelligence  community's 
assessment  to  the  President  at  a  crucial  mo- 
ment of  decision. 

There  was  near  unanimity  inside  the  gov- 
ernment on  the  weakness  of  U.S.  intelligence 
in  Iran.  Director  Casey  reportedly  conceded 
the  point,  and  his  former  deputy,  John 
McMahon,  agreed.  Casey  believed  that  the 
need  for  intelligence  was  one  of  the  main 
reasons  for  going  ahead  with  the  initiative. 
Robert  McFarlane  and  John  Poindexter 
both  lamented  the  dearth  of  intelligence  on 
internal  Iranian  politics  and  Iranian  support 
for  terrorism,  which  left  them  vulnerable  and 
"flying  blind".  In  particular,  U.S.  policy 
makers  lacked  the  information  necessary  to 
assess  the  influence  and  bona  fides  of  the 
Iranian  officials  with  whom  they  were  deal- 
ing. 

The  core  problem  was  a  lack  of  well- 
placed  human  agents  within  Iran.  The 
CIA's  Deputy  Director  for  Operations, 
Clair  George,  is  responsible  for  clandestine 
human  intelligence  collection.  He  freely  ac- 
knowledged that  the  Directorate  was  not 
collecting  the  information  necessary  to  in- 
fluence or  deal  with  Iran.  In  the  opinion  of 
some  intelligence  professionals  the  CIA's 
weakness  of  human  intelligence  collection 
reflects  a  long-term  shift  toward  a  greater 
reliance  on  more  exotic,  technical  collection 
methods,  which  are  considered  "clean"  and 
safe  compared  to  the  messy  business  of  run- 
ning human  spies. 


The  Issue  of  "Cooked" 
Intelligence 

One  of  the  many  dramatic  charges  Secretary 
Shultz  made  about  his  own  Administration 
involved  this  assessment  of  the  Iran-Iraq 
war.  Responding  to  Senator  Inouye,  Shultz 
said  that  the  failure  to  separate  "the  func- 
tions of  gathering  and  analyzing  intelligence 
from  the  function  of  developing  and  carrying 
out  policy"  resulted  in  the  Administration 
getting  faulty  information  on  which  to  base 
its  judgments  and  decisions. 

I  hate  to  say  it,  but  I  believe  that  one  of  the 
reasons  the  President  was  given  what  I  regard 
as  wrong  information,  for  example  about  Iran 
and  terrorism  was  that  the  agency  or  the  peo- 
ple in  the  CIA  were  too  involved  in  this.  So 
that  is  one  point.  And  I  feel  very  clear  in  my 
mind  about  this  point.  And  I  know  that  long 
before  this  all  emerged,  I  had  come  to  have 
great  doubts  about  the  objectivity  and  reli- 
ability of  some  of  the  intelligence  I  was  get- 
ting. 

Despite  Secretary  Shultz's  statement, 
these  committees  have  found  absolutely  no 
evidence  to  support  allegations  of  intelli- 
gence bias  within  the  CIA.  As  Deputy  CIA 
Director  Gates  has  observed,  one  of  the  best 
guarantees  against  an  intelligence  bias  is  the 
widespread  circulation  of  CIA  analyses  on 
Capitol  Hill,  particularly  the  intelligence 
committees'  scrutiny  of  virtually  everything 
the  CIA  and  intelligence  community  pro- 
duces. With  the  exception  of  one  controver- 
sial 1982  report,  neither  committee  has 
exhibited  any  concern  over  the  objectivity  of 
analysis  within  Casey's  CIA,  despite  the 
committees'  often  stormy  relationship  with 
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the  Director.  Shultz  is  also  refuted  by  former 
Deputy  CIA  Director  McMahon  who,  in  re- 
sponse to  a  deposition  question  regarding  the 
Secretary's  assertions,  said:  "It  wouldn't 
happen.  This  is  just  so  [expletive  deleted] 
outrageous,  I  can't  stand  it.  That  is  just  so 
damn  false,  and  I  think  George  Shultz  got 
away  with  murder  on  that  one."  McMahon 
also  said  he  asked  Director  Webster  "why 
the  hell  he  didn't  challenge  Shultz  on  that." 
Webster,  according  to  McMahon,  said  he  did 
ask  Shultz,  but  "I  guess  he  hasn't  heard  from 
Shultz  yet." 


THE  ISRAELI  CONNECTION 

The  Administration's  reliance  on  Israeli  in- 
telligence has  raised  questions  about  Israel's 
role  in  the  Iran  initiative.  That  role  probably 
will  never  be  fully  understood.  The  Tower 
Commission  Report,  supplemented  by  some 
new  material  in  the  majority  narrative,  lays 
out  the  basic  outline.  We  have  too  little  con- 
firmed evidence,  however,  and  too  many 
conflicting  theories,  to  sort  it  all  into  neat 
packages. 

Israel  was  more  than  a  passive  message 
bearer  at  the  outset  of  the  initiative.  In  ad- 
dition, it  weighed  in  to  help  keep  the  initia- 
tive on  track  at  several  points  later.  These 
included,  among  other  things,  an  August  2, 
1985  visit  Kimche  paid  to  McFarlane  to 
seek  authorization  for  the  first  Israeli  TOW 
transfer;  Nir's  January  1986  proposal  to 
keep  the  initiative  moving  forward  at  a  time 
when  U.S.  interest  appeared  to  be  flagging, 
and  Peres'  February  1986  letter  to  and  Sep- 
tember 1986  communication  with  President 
Reagan. 


Shultz  v.  Shultz— Suckers  or  Big 
Boys? 

The  question  that  arises  out  of  all  this  is 
whether  Israel  was  playing  on  U.S.  igno- 
rance to  draw  the  United  States  into  the  Iran 
arms  transactions.  At  a  November  10,  1986 
meeting  between  the  President  and  his  top 
advisors,  Secretary  Shultz  said,  according  to 
Donald  Regan's  notes,  that  he  "Thinks  Isra- 
eli [sic]  suckered  us  into  this  so  we  can't 
complain  of  their  sales."  Shultz  apparently 
expanded  on  this  point  in  a  private  meeting 
he  held  with  the  President  ten  days  later.  A 
briefing  paper  Shultz  brought  with  him  to 
that  meeting  stated: 

Much  if  not  all  of  the  incentive  on  the  Israeli 
side  of  the  project  may  well  have  been  an  Isra- 
eli "sting"  operation.  The  Israelis  used  a  num- 
ber of  justifications  to  draw  us  into  this 
operation — intelligence  gains,  release  of  hos- 
tages, high  strategic  goals, .  .  .  Israel  obviously 
sees  it  in  its  national  interest  to  cultivate  ties 
with  Iran,  including  arms  shipments.  Any 
American  identification  with  that  effort  serves 
Israeli  ends,  even  if  American  objectives  and 
policies  are  compromised. 

We  are  inclined  to  agree  with  Shultz  that 
Israel  was  actively  promoting  the  initiative 
because  the  initiative  suited  Israel's  own  na- 
tional interest.  We  disagree,  however,  with 
the  idea  that  the  United  States  was  being 
played  for  a  sucker.  We  believe  the  U.S.  Gov- 
ernment responsibly  made  its  own  judg- 
ments, and  its  own  mistakes. 


431 


HOSTAGES  AND  THE  IRAN  INITIATIVE 

We  are  convinced,  as  we  have  argued,  that 
the  Iran  initiative  started  as  a  desire  to  pur- 
sue a  strategic  opportunity,  and  that  these 
considerations  always  remained  important. 
At  the  same  time,  there  can  be  no  question — 
as  the  President  himself  acknowledged — that 
the  President's  personal  concern  for  the  hos- 
tages added  a  sense  of  urgency  that  skewed 
our  negotiating  tactics,  and  helps  explain  the 
imprudently  wishful  thinking  that  led  Poin- 
dexter  and  Casey  to  proceed  despite  repeated 
disappointments. 

It  is  important  to  note  that  the  President 
has  an  affirmative  duty  under  U.S.  law  to  do 
everything  in  his  power  to  secure  the  release 
of  Americans  illegally  imprisoned  or  held 
hostage  abroad. 


DEA  ACTIVITIES 

We  shall  digress  briefly  from  the  Iran  initia- 
tive at  this  point  to  discuss  another  effort  the 
Administration  undertook  to  gain  the  release 
of  the  hostages  in  Lebanon.  This  one  in- 
volved Drug  Enforcement  Administration 
(DEA)  agents  and  began  in  early  1985.  The 
majority  is  highly  critical  of  this  effort  in  its 
report.  This  is  puzzling  to  us,  because  if  the 
DEA  operation  had  succeeded,  there  would 
have  been  no  temptation  to  mix  concern  for 
the  hostages  with  the  strategically  more  im- 
portant talks  with  Iran. 

The  majority  repeatedly  describes  the 
DEA  activities,  which  were  under  North's 
direction,  as  an  overt  attempt  to  pay  ransom 
for  the  hostages.  Indeed,  a  number  of  the 
points  made  by  the  majority  depend  on  the 
ransom  theme.  The  importance  of  this  claim, 


to  the  overall  thesis  of  the  majority  report  is 
that,  if  true,  it  would  show  a  predisposition 
toward  paying  ransom  that  would  tend  to 
confirm  an  interpretation  of  the  Iran  initia- 
tive as  an  arms-for-hostages  deal.  We  too 
would  be  troubled  if  ransom  were  being  con- 
templated. But,  according  to  the  evidence 
received  in  the  Committees'  investigation, 
the  DEA  rescue  plans  contemplated  bribes 
as  the  means  to  gain  the  hostages'  release. 
There  was  no  attempt  to  pay  ransom  to  the 
captors. 

The  majority  discounts  the  testimony  of 
one  of  the  two  DEA  agents  involved,  whom 
we  shall  call  Agent  1.  The  agent  clearly 
stated  that  the  plan  was  to  offer  bribes  to 
certain  individuals,  and  not  to  pay  ransom  to 
those  who  had  directed  the  capture  of  the 
hostages.  The  agent  emphasized  that  none  of 
the  captors  had  solicited  ransom.  Rather, 
money  was  to  be  delivered  as  bribes  to  those 
who  could  effect  the  release  of  the  hostages, 
not  to  the  people  who  actually  controlled  the 
terrorist  organization.  The  idea  was  to  find 
individuals  who  could  be  paid  off  without  the 
knowledge  of  those  in  control.  The  money 
was  intended  to  go  directly  to  these  individu- 
als. 

In  the  final  analysis,  the  DEA  efforts  to 
free  the  hostages  must  be  viewed  in  perspec- 
tive. The  President  was  personally  commit- 
ted to  do  all  that  he  could  to  bring  the 
hostages  home,  and  there  was  intense  na- 
tional pressure  to  do  so.  Accordingly,  the 
Administration  initiated  several  alternative 
programs,  including  the  plan  to  use  DEA 
assets  in  Lebanon.  DEA  efforts  ultimately 
failed,  and  in  hindsight  these  efforts  could 
have  been  better  implemented.  Nonetheless, 
the  facts  show  that  many  involved  in  these 
activities  acted  at  great  personal  risk  and 
with  the  best  of  intentions.  Moreover,  the 
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Administration  deserves  recognition  for  its 
efforts  to  explore  every  promising  avenue  for 
the  release  of  the  hostages. 


THE  SECOND  CHANNEL 

It  is  tempting,  knowing  Buckley's  fate  and 
the  depth  of  the  President's  feeling,  to  por- 
tray U.S.  policy  as  having  become  "hostage 
to  the  hostages."  The  hostages  did  become 
too  prominent.  Negotiations  conducted 
through  the  First  Channel,  arranged  by 
Ghorbanifar,  never  got  off  the  arms-for-hos- 
tages  track,  despite  repeated  U.S.  efforts. 
Once  discussions  began  through  the  Second 
Channel,  however,  they  began  to  take  in 
broader  geopolitical  issues.  Some  aspects 
might  potentially  have  been  promising.  Oth- 
ers, such  as  the  Da'wa  prisoners,  should  have 
been  turned  off  from  the  beginning. 

The  actual  results  of  the  Second  Channel 
negotiations — a  small  shipment  of  arms,  the 
release  of  one  hostage — were  similar  to  the 
earlier  agreements  conducted  through  the 
First  Channel.  Two  elements  of  the  Second 
Channel  meetings  were  different,  however. 
First,  although  some  of  the  same  people  par- 
ticipated in  meetings  held  through  both  of  the 
channels,  the  Second  Channel  meetings  in- 
volved a  different,  more  powerful  leadership. 
Second,  the  Iranians  this  time  clearly  seemed 
to  recognize  that  if  the  hostage  problem  could 
be  finally  resolved,  the  United  States  and  Iran 
had  important,  mutually  compatible  interests 
that  might  well  sustain  a  substantially  in- 
creased level  of  cooperation. 

The  precise  elements  of  the  strategic  rela- 
tionship being  discussed  were  decidedly 
mixed,  however.  Some  were  beneficial  to  the 
United  States,  such  as  the  exchanges  of  infor- 


mation over  mutual  geopolitical  interests  in 
the  region.  Others,  such  as  proposed  Da'wa 
release,  were  not.  North  may  have  been  cor- 
rect in  saying  that  the  position  he  endorsed 
on  the  Da'wa  did  not  exactly  contradict  pub- 
licly stated  U.S.  policy.  This  technical  accu- 
racy does  not  begin  to  account,  though,  for 
the  way  such  a  position  would  have  under- 
mined U.S.  credibility.  It  is  another  example 
of  the  NSC  staff  thinking  about  literal  com- 
pliance, without  adequately  considering  the 
long  term  political  consequences. 


CONCLUSION:  THE  ROLE  OF  THE 
NSC  STAFF,  AND  OTHERS 

The  Tower  Commission  concluded  that  the 
Iran  initiative  was  pursued  with  a  flawed  de- 
cision process  managed  by  the  NSC  staff, 
and  suggested  that  the  procedural  flaws  were 
responsible  for  some  of  the  initiative's  sub- 
stantive errors.  The  Tower  board,  we  believe, 
underestimated  the  extent  to  which  major 
issues  were  aired  and  argued  before  the  Pres- 
ident from  November  1985  through  January 
1986.  But  the  board  was  right  to  say  that  the 
lack  of  regular  procedures,  fostered  by  an 
excessive  concern  for  secrecy,  short-circuited 
the  process  of  periodic  review  and  evalua- 
tion— both  of  the  substantive  desirability  of 
continuing  the  initiative,  and  of  the  decision 
not  to  notify  Congress. 

To  describe  what  happened  simply  in 
terms  of  the  process,  however,  leaves  some 
important  questions  unanswered.  It  is  true 
that  good  organization  can  help  make  sound 
decisions  more  likely.  But  organization,  at 
best,  is  a  tool.  The  real  flaw  in  the  NSC's  Iran 
negotiations,  as  well  as  in  the  NSC's  decep- 
tions of  Congress  over  Nicaragua,  came  from 
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errors  in  judgment.  The  question,  therefore, 
is:  what  can  an  administration  do  to  ensure 
that  people  with  the  appropriate  breadth  and 
depth  of  judgment  are  fully  involved  in  the 
process  at  the  appropriate  stages?  The  major- 
ity report  seems  to  want  to  get  at  this  issue 
by  legislating  organization  for  the  executive 
branch  down  to  the  finest  detail.  We  are  con- 
vinced, however  that  no  one  formula  will 
work  best  for  all  Presidents. 

The  minority  assesses  the  role  NSC  principals 
and  staff  played.  It  says  Poindexter  was  not  the 
sort  of  man  who  initiated  policy  and  says  he  had 
little  feel  for  domestic  political  strategy.  Accord- 
ing to  the  minority,  White  House  Chief  of  Staff 
Donald  T.  Regan  should  have  seen  "red  warning 
flags"  when  North  became  the  subject  of  Con- 
gressional inquiries  and  should  have  had  the  same 
reaction  when  the  Iran  arms  deal  was  never  re- 
viewed by  the  full  NSC  after  the  January  finding. 
While  Secretaries  Weinberger  and  Shultz  were 
denied  information,  the  minority  asserts  that 
both  knew  enough  to  raise  objections.  The  minor- 
ity says  Weinberger's  inaction  is  excusable  be- 
cause he  had  been  told  repeatedly  by  Poindexter 
that  the  President's  mind  was  made  up  on  pursu- 
ing the  arms  sales.  It  says,  however,  that  Shultz 
was  better  informed  and  had  more  reason  and 
opportunity  to  take  action.  The  minority  says 
Shultz  should  have  found  out  more  about  the  Iran 
initiative  or  resigned  in  protest. 


It  is  at  least  theoretically  possible  that  the 
idea  of  a  strong  cabinet  government,  with  a 
weak  NSC  staff,  will  not  meet  any  Presi- 
dent's needs  in  today's  international  climate. 
That  is,  with  the  constant  pressure  of  events 
and  the  inevitability  of  interdepartmental 
disagreement,  it  is  possible  that  future  Presi- 
dents will  decide  that  some  important  issues 
over  the  course  of  a  full  term  inevitably  will 
require  them  to  have  something  more  than 
an  honest  broker  as  National  Security  Ad- 
viser. If  the  need  is  inevitable,  Presidents 
would  be  well  advised  to  choose  people  who 
are  known  for  their  independent  skills  at  un- 
derstanding the  strategic  politics  of  interna- 
tional relations,  both  domestically  and 
abroad.  President  Reagan  certainly  reached 
this  conclusion  when  he  picked  Frank  Car- 
lucci  to  replace  Poindexter,  and  we  expect 
that  General  Powell  will  also  turn  out  to  be 
a  person  with  the  requisite  sense  of  judg- 
ment. But  Presidents  should  not  simply 
assume  that  the  Iran-Contra  affair  automati- 
cally proves  the  inevitable  need  for  an  inde- 
pendently powerful  NSC  staff.  President 
Reagan's  approach  toward  governing  auto- 
matically requires  something  from  the  cabi- 
net that  was  not  supplied  in  this  case.  The 
model,  in  other  words,  was  never  given  much 
of  a  chance. 
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CHAPTER  9 


Iran:  The  Legal  Issues 


These  Committees'  hearings  and  the  major- 
ity report  have  trivialized  important  dis- 
agreements over  international  policy,  and 
the  political  relationships  between  the  legis- 
lative and  executive  branches.  In  an  attempt 
to  gain  partisan  advantage,  the  majority  has 
focused  upon  legal  disputes,  trying  to  por- 
tray the  Committees'  role  as  that  of  prosecu- 
tor. We  have  indicated  several  times  that  we 
have  some  policy  disagreements  with  the  Ad- 
ministration's actions  of  1984-86.  We  dis- 
agree, for  example,  with  the  decision  to  sell 
arms  to  Iran  and  to  withhold  notification  to 
Congress  for  as  long  as  the  President  did  in 
this  case.  We  also  think  it  was  a  political 
mistake  for  the  President  not  to  have  con- 
fronted Congress  over  the  Boland  Amend- 
ment in  1984.  In  neither  case,  however,  do 
we  think  the  Administration  made  serious 
legal  missteps.  Our  reasoning  with  respect  to 
the  Boland  Amendment  was  laid  out  in  an 
earlier  chapter. 

The  minority  argues  that  the  1985  arms  ship- 
ments by  Israel  for  the  most  part  were  not  viola- 
tions of  the  Arms  Export  Control  Act,  which 
requires  the  President  to  notify  Congress  of  cov- 
ered arms  sales  and  get  a  special  waiver  if  the 


proposed  sale  is  to  a  country  certified  by  the 
State  Department  as  supporting  terrorism. 
Transfers  of  arms  by  American  allies  must  have 
Presidential  permission  and  follow  the  same 
rules.  The  minority  notes  that  Israel  received 
oral  authorization  for  its  shipments.  The  report 
does  not  address  the  issue  of  waivers  and  con- 
cludes that  "substantive  provisions"  of  the  act 
were  met.  It  says  Presidents  have  an  inherent 
power,  under  exceptional  circumstances,  to  delay 
the  notification  of  Congress  required  by  law. 


CONCLUSION 

We  conclude  that  the  Administration  was  in 
substantial  compliance  with  the  law  during 
each  of  the  Iran  arms  transactions.  The  arms 
sales  of  1985  from  Israel  to  Iran  did  not  vio- 
late the  terms  of  the  AECA  or  FAA.  It  is 
reasonable  to  assume  that  the  weapons  Israel 
shipped  to  Iran  in  1985  were  originally  sup- 
plied under  AECA  or  FAA.  These  two  stat- 
utes permit  the  President  or  the  Secretary  of 
State  to  consent  to  retransfers.  In  these  in- 
stances, oral  authorization  was  given  for  the 
transfers.  Moreover,  the  formal  reporting  re- 
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quirements  do  not  apply  because  each  of 
these  transactions  involved  munitions  valued 
at  less  than  $14  million.  The  AECA  and 
FAA  seek  to  ensure  that  such  retransfers 
foster  the  national  security  interests  of  the 
United  States.  The  Israeli  shipments  were 
made  with  the  agreement  of  American  au- 
thorities and  were  premised  on  U.S.  views 
about  America's  own  national  security  inter- 
ests. The  substantive  purposes  of  the  AECA 
and  FAA  were  met. 

Moreover,  the  1985  Israeli  sales  to  Iran 
did  not  violate  the  requirements  for  Presi- 
dential authorizations  or  Findings  under  the 
National  Security  Act  and  the  Hughes-Ryan 
Amendment.  The  National  Security  Act 
provides  an  alternative  route  apart  from  the 
AECA  and  FAA  under  which  the  Adminis- 
tration was  in  compliance  with  the  law  dur- 
ing the  1985  transactions.  The  terms  under 
which  the  President  may  use  the  National 
Security  Act  meet  all  of  the  underlying  pur- 
poses of  the  AECA  and  FAA.  Therefore, 
Congress  has  been  satisfied  to  let  the  one 
approach  be  a  substitute  or  alternative  route 
to  the  other. 

The  Hughes-Ryan  Amendment  contains 
no  requirement  that  Presidential  Findings 
be  reduced  to  writing.  The  November-De- 
cember 1985  Finding  reflected  in  written 
form  that  the  President  had  been  briefed  be- 
fore the  shipments  on  the  efforts  made  to 
obtain  the  release  of  the  hostages,  and  that 
the  President  himself  had  found  these  ef- 
forts were  important  to  the  national  secu- 
rity of  the  United  States.  Therefore,  in  both 
the  oral  Findings  of  1985,  and  the  written 
November-December     1985    Finding,    the 


President  accordingly  ratified  all  prior  ac- 
tions and  directed  further  actions  to  be 
taken.  With  regard  to  the  1986  transac- 
tions, the  President's  January  17,  1986, 
Finding  clearly  satisfied  the  Hughes-Ryan 
Amendment. 

Finally,  the  1986  arms  sales  did  not  violate 
the  National  Security  Act's  requirements  for 
notifying  Congress.  Certainly,  the  National 
Security  Act  requires  agencies  involved  in 
intelligence  activities  to  keep  the  intelligence 
committees  of  Congress  "fully  and  currently 
informed  of  all  intelligence  activities."  How- 
ever, the  law  specifically  contemplates  situa- 
tions in  which  notifying  the  appropriate 
Congressional  members  might  be  too  risky. 
The  act  requires  that  in  instances  in  which 
the  President  has  not  given  prior  notice  of 
intelligence  operations,  he  must  inform  the 
intelligence  committees  in  a  "timely"  fash- 
ion. 

The  decision  not  to  notify  must  rest  on 
Presidential  discretion.  The  reporting  re- 
quirements of  the  National  Security  Act  can- 
not limit  the  constitutional  authority  of  the 
President  to  withhold  prior  notification  of 
covert  activities  in  exceptional  circum- 
stances. In  this  case,  the  lives  of  hostages 
were  at  stake  such  that  premature  notifica- 
tion was  extraordinarily  dangerous  to  the 
lives  of  American  citizens.  We  conclude  that, 
in  circumstances  such  as  these,  the  President 
must  have  the  discretion  to  determine  when 
notification  is  "timely."  If  Congress,  after 
the  fact,  disagrees  with  the  way  in  which  the 
President  has  exercised  his  discretion,  the 
appropriate  remedy  is  a  political  and  not  a 
legal  one. 
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CHAPTER  10 


The  Use  or  "Diversion" 
of  the  Iran  Arms  Sales 
Proceeds 


"What  did  the  President  know,  and  when  did 
he  know  it?"  That  was  Senator  Howard 
Baker's  famous  crystallizing  question  about 
President  Nixon  from  the  Senate  Watergate 
hearings  of  1973.  Political  tensions  were 
heightened  in  the  Iran-Contra  Affair  when 
the  same  question  was  asked  about  the  so- 
called  "diversion"  of  funds  from  the  Iran 
arms  sales  to  the  Nicaraguan  democratic  re- 
sistance. The  very  term  "diversion,"  given 
currency  by  Attorney  General  Edwin 
Meese's  press  conference  of  November  25, 
1986,  had  the  sound  of  illegality. 

Beginning  with  the  first  public  revelations 
about  the  Iranian  arms  sales  in  early  Novem- 
ber 1986,  reaction  in  the  United  States  was  a 
mixture  of  curiosity,  puzzlement,  and  con- 
troversy. The  Attorney  General's  press  con- 
ference added  a  new  dimension  to  the  furor. 
The  prospect  that  money  had  been  sent  to 
the  Contras  during  the  period  of  the  Boland 
Amendments  greatly  intensified  the  scrutiny 
the  Iran  initiative  received  in  the  media. 
Speculation  ran  unchecked.  The  Attorney 
General  put  the  amount  that  might  have 
been  diverted  at  $10  million  to  $30  million. 
Members  of  the  Congressional  investigating 
committees  suggested  that  the  amount  might 


have  been  as  high  as  $50  million.  Ultimately, 
the  diversion  received  more  scrutiny  than 
any  other  aspect  of  the  Iran-Contra  Congres- 
sional investigations. 

The  evidence  is  overwhelmingly  clear, 
however,  that  the  President  did  not  in  fact 
know  about  the  diversion,  despite  Demo- 
cratic wishes  to  soft-peddle  the  point  by  at- 
tacking Adm.  Poindexter's  credibility.  In 
addition,  the  use  of  the  word  "diversion"  it- 
self assumes  that  the  funds  belong  to  the 
United  States.  We  shall  show  later  in  this 
chapter  that  the  legal  questions  surrounding 
the  ownership  of  the  proceeds  from  the  Iran 
arms  sales  are  by  no  means  settled.  Before  we 
can  reach  these  points,  however,  it  is  first 
necessary  to  explain  what  the  diversion  was, 
how  it  came  about,  and  how  much  was  trans- 
ferred. 


HOW  DID  THE  DIVERSION  HAPPEN? 

The  concept  of  transferring  a  portion  of  the 
excess  proceeds  from  an  arms  sale  to  another 
project  was  not  a  new  one.  Gen.  Singlaub 
explained  that  he  and  North  had  discussed 
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this  concept  in  connection  with  arms  sales  to 
an  entirely  different  country  in  early  1985. 
When  the  Israeli  arms  sales  to  Iran  begin  in 
1985,  the  U.S.  was  aware  that  the  Iranians 
were  paying  relatively  high  prices  for  the 
arms  compared  to  what  Israel  had  paid  for 
them.  This  meant  that  the  United  States 
could  reasonably  conclude  that  some  funds 
were  being  put  to  other  uses  by  Israel. 

Secord  and  North  were  both  aware  that 
the  Contras  needed  money.  By  late  1985, 
they  had  both  been  involved  in  obtaining 
funds  and  arms  for  the  Resistance.  The  spe- 
cific decision  to  transfer  a  portion  of  Iranian 
arms  sales  proceeds  to  the  air  resupply  ope- 
ration was  the  result  of  a  number  of  factors, 
one  of  which  was  General  Secord's  involve- 
ment in  both  operations. 


HOW  MUCH  WAS  DIVERTED? 

The  most  reasonable  calculations  show  that 
approximately  $3.8  million  of  proceeds  from 
the  Iran  arms  transactions  was  spent  for  the 
support  of  the  Nicaraguan  Resistance.  Dur- 
ing the  period  that  the  "Enterprise"  received 
income  from  the  Iranian  transaction  (No- 
vember 1985  through  November  1986),  it 
also  had  other  funds  available  for  support  of 
the  Resistance  that  totaled  $3.4  million. 
Much  of  this  money  came  from  foreign  and 
private  domestic  donations  specifically  ear- 
marked for  the  Contras.  During  that  same 
period  of  time,  the  "Enterprise"  spent  ap- 
proximately $7.2  million  in  support  of  the 
Contras.  If  one  subtracts  the  $3.4  million  in 
non-Iran  funds  designated  for  the  Resist- 
ance, then  the  remainder  of  the  $7.2  million, 
or  $3.8  million,  was  the  total  amount  of  the 
diversion. 


WHO  AUTHORIZED  THE  DIVERSION? 

The  diversion  was  authorized  by  Poindexter. 
The  Committees  were  careful  when  taking 
testimony  on  this  point  to  make  sure  that  the 
principal  witnesses  would  testify  in  private 
session  before  they  had  a  chance  to  hear  the 
crucial  public  testimony  of  this  particular 
point.  Thus,  Poindexter  testified  in  private 
session,  before  North's  closed  session  or  pub- 
lic testimony,  that  he  had  authorized  the 
diversion  at  North's  request.  North  cor- 
roborated this  point  in  his  own  executive  ses- 
sion testimony  before  he  could  have  known 
anything  about  what  Poindexter  had  said. 

Poindexter  also  testified  that  he  believed 
he  had  the  authority  to  make  the  decision  on 
his  own  to  approve  the  use  of  the  Iranian 
arms  sales  surplus  for  the  Nicaraguan  Resist- 
ance. He  said  that  because  he  had  worked  for 
the  President  for  a  number  of  years,  he  felt 
he  knew  what  the  President  would  want  to 
have  done  in  this  situation.  Poindexter  stated 
that  to  him,  the  diversion  appeared  to  in- 
volve the  use  of  what  could  be  considered 
either  third-country  funds,  or  private  funds, 
to  support  the  Contras,  and  that  he  believed 
the  President  favored  the  use  of  such  private 
or  third-country  funds  to  support  them. 
Therefore,  in  his  view,  the  President  would 
have  agreed  to  the  use  of  surplus  funds  in 
such  a  manner.  However,  Poindexter  said, 
because  he  thought  it  would  be  politically  (as 
opposed  to  legally)  controversial  to  use  the 
funds  to  support  the  Contras,  he  decided  not 
to  inform  the  President  of  it  so  the  President 
could  truthfully  deny  knowledge  if  the  diver- 
sion were  revealed. 

The  President  has  stated,  however,  that  he 
would  not  have  consented  to  the  diversion 
had  he  known  about  it.  He  has  also  stated 
that  in  his  opinion,  Admiral  Poindexter  did 
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not  have  the  authority  to  make  the  decision 
without  the  President's  approval. 

The  Committees  have  received  no  docu- 
mentary evidence  or  testimony  which  shows 
that  any  other  U.S.  Government  official  ap- 
proved or  in  any  other  way  was  involved  in 
agreeing  to  the  diversion.  Col.  North  testified 
that  Director  Casey  knew  about,  and  was 
supportive  of,  the  diversion,  but  North  did 
not  suggest  that  Casey's  approval  was  either 
sought  or  required. 


THE  PRESIDENT  KNEW  NOTHING 
ABOUT  THE  DIVERSION 

The  evidence  available  to  these  Committees 
shows  that  the  President  did  not  know  about 
the  diversion.  The  President  has  made  this 
point  repeatedly.  The  Committees  have  re- 
ceived sworn  testimony  supporting  the  Presi- 
dent on  this  point  from  four  individuals  with 
first-hand  knowledge,  and  from  another  indi- 
vidual who  directly  corroborates  some  of  this 
key  testimony.  The  plain  fact  of  the  matter  is 
that  the  Committees  have  no  testimony  or 
documentary  evidence  to  the  contrary. 


had  seen  the  original  of  the  surviving  April 
diversion  memorandum  and  then  had  de- 
stroyed the  section  that  dealt  with  the  diver- 
sion. However,  the  references  to  the 
diversion  apparently  usually  occupied  one  or 
two  paragraphs  in  a  multipage  document. 
Given  the  amount  of  paper  normally  flowing 
through  the  National  Security  Adviser's  of- 
fice, it  would  not  be  surprising  if  Poindexter 
had  simply  forgotten  or  overlooked  these  ref- 
eiences. 

In  any  event,  the  Committees  have  no  evi- 
dence to  suggest  that  any  of  these  North 
memorandums,  which  were  addressed  to 
Poindexter,  ended  up  going  to  the  President. 
The  Committees  actually  have  some  docu- 
mentary evidence  supporting  the  testimony 
that  they  did  not  go  to  the  President.  Poin- 
dexter's  practice  on  some  occasions  was  to 
brief  the  President  orally  with  respect  to 
what  he  considered  to  be  the  key  points  of 
lengthy  memorandums,  such  as  the  one  sup- 
porting the  January  17  Finding.  That  is 
probably  what  he  did  with  the  April  diver- 
sion memo,  using  the  "Terms  of  Reference" 
portion  that  did  not  contain  a  reference  to 
the  diversion. 


Diversion  Memorandums 


CONCLUSION 


Although  their  accounts  of  how  the  diver- 
sion was  authorized  were  consistent,  North 
and  Poindexter  had  different  recollections 
about  the  extent  to  which  the  diversion  had 
been  documented.  North  said  he  believed  he 
had  written  five  memorandums  seeking  ap- 
proval of  diversions,  but  that  he  had  later 
destroyed  them.  Poindexter  said  he  did  not 
recall  seeing  most  of  these  memorandums, 
although  he  thought  it  was  possible  that  he 


The  diversion  has  led  some  of  the  Commit- 
tees Members  to  express  a  great  deal  of  con- 
cern in  the  public  hearings  about  the  use  of 
private  citizens  in  covert  operations  in  set- 
tings that  mix  private  profits  with  public 
benefits.  We  remain  convinced  that  covert 
operations  will  continue  to  have  to  use  pri- 
vate agents  or  contractors  in  the  future,  and 
that  those  private  parties  will  continue  to 
operate  at  least  partly  from  profit  motives.  If 
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the  United  States  tries  to  limit  itself  to  deal- 
ing only  with  people  who  act  out  of  purely 
patriotic  motives,  it  effectively  will  rule  out 
any  worthwhile  dealing  with  most  arms  deal- 
ers and  foreign  agents.  In  the  real  world  of 
international  politics,  it  would  be  foolish  to 
avoid  dealing  with  people  whose  motives  do 
not  match  those  of  the  United  States.  Never- 
theless, we  do  feel  troubled  by  the  fact  that 
there  was  not  enough  legal  clarity,  or  ac- 
counting controls,  placed  on  the  Enterprise 
by  the  NSC. 

Whether  viewed  with  foresight  or  hind- 
sight, and  regardless  of  its  legal  status,  the 
decision  to  use  part  of  the  proceeds  of  the 
Iran  arms  sales  for  the  benefit  of  the  Con- 
tras  was  extremely  unwise.  Even  if  the  di- 
version is  determined  by  the  courts  to  have 
been  legally  permissible,  it  was  the  result  of 
poor  judgment  on  the  part  of  U.S.  Govern- 
ment officials.  The  decision  to  proceed  with 
the  Iran  arms  sales  was  itself  fraught  with 
great  potential  for  controversy  and  dis- 
agreement. There  was  no  sound  basis  what- 
soever for  adding  to  the  political  risks  of 
the  operation  by  bringing  into  it  another 
hotly  debated  aspect  of  American  foreign 
policy. 

It  was  equal  folly  not  to  tell  the  President 
of  the  planned  use  of  the  proceeds  of  the 
arms  sales.  The  question  of  legality  aside,  the 


President  should  have  been  given  the  oppor- 
tunity to  exercise  his  own  good  judgment  to 
instruct  the  participants  not  to  allow  the  di- 
version. 

The  diversion  decision  was  not  the  first 
time  an  unwise  operation  has  been  under- 
taken in  the  conduct  of  American  foreign 
affairs,  and,  unfortunately,  it  undoubtedly 
will  not  be  the  last.  At  a  minimum,  the  deci- 
sion should  generate  a  fuller  awareness  in  the 
executive  branch  of  the  serious  negative 
ramifications  of  risky  and  short-range  deci- 
sions that  have  not  had  a  full  airing  in  the 
Presidential  office,  let  alone  in  the  halls  of 
Congress. 

The  decision  also  serves  to  underscore  the 
tremendous  pressures  placed  on  the  Chief 
Executive  and  his  staff  in  carrying  out  an 
effective  and  coherent  foreign  policy  in  Cen- 
tral America  or  elsewhere  when  Congress 
unnecessarily  and  unwisely  abuses  its  power 
of  the  purse  to  manage  foreign  affairs  with  an 
inconsistent  on-again,  off-again  policy.  Con- 
gress needs  to  learn  that  to  be  an  effective 
participant  in  the  field  of  foreign  affairs,  it 
must  afford  Presidents  from  either  party  the 
latitude  to  plan  and  implement  an  effective 
foreign  policy  based  on  clear  decisions  that 
are  free  from  annual  change.  When  Congress 
learns  this,  the  world  will  be  more  stable  for 
us  and  our  allies. 
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PART 


V 


DISCLOSURES 

AND  INVESTIGATIONS 


CHAPTER  1 1 


From  the  Disclosure 
to  the  Uncovering 


On  Tuesday,  November  4,  1986  the  New 
York  Times  carried  a  front  page  story  dis- 
closing a  portion  of  the  Iran  initiative.  Only 
three  weeks  later,  on  November  25,  1986,  the 
Attorney  General  of  the  United  States  an- 
nounced that  officials  of  his  department  had 
discovered  a  diversion  of  funds  from  that 
initiative  to  the  use  of  the  Nicaraguan  resist- 
ance. This  chapter  describes  our  view  of  the 
events  of  November  1986. 

We  reach  three  principal  conclusions. 
First,  the  President's  decisions  about  how 
much  to  disclose  were  motivated  by  his  effort 
to  balance  the  need  for  protection  of  hostages 
and  secret  diplomatic  discussions  with  the 
public's  need  for  information.  Second,  once 
the  President  decided  that  the  Administra- 
tion did  not  have  a  complete  picture  of  the 
Iran  initiative,  the  Attorney  General  under- 
took an  aggressive  effort  to  obtain  the  facts. 
He  then  made  the  information  available 
promptly  to  the  President  and  to  the  public. 
Third,  the  President  and  the  Attorney  Gen- 
eral discovered  and  disclosed  the  essential 
facts,  despite  efforts  on  the  part  of  certain 
members  of  the  NSC  staff  and  others  to  cover 
up  certain  events,  including  the  diversion. 
There  is  no  evidence  that  the  President  di- 


rected, encouraged,  or  in  any  way  condoned 
this  coverup,  a  point  the  majority  spares  no 
effort  to  gloss  over.  In  our  opinion,  the  At- 
torney General  and  his  associates  did  an  im- 
pressive job  with  a  complicated  subject  in  a 
very  short  time.  Far  from  being  inept,  or 
parties  to  a  cover  up,  the  Department  of  Jus- 
tice was  responsible  for  uncovering  the  diver- 
sion of  Iran  arms  sale  proceeds  to  the 
Contras. 


EARLY  NOVEMBER 

The  Iranian  initiative  was  disclosed  for  polit- 
ical reasons  by  high  level  dissident  Iranian 
religious  officials.  The  New  York  Times  re- 
port was  based  on  a  report  from  a  Lebanese 
weekly,  Al-Shiraa.  Its  report  was  in  turn 
based  on  a  politically  inspired  leak  from 
Iranian  dissidents  bent  on  retaliation  for  ef- 
forts by  the  Iranian  Government  to  curb 
their  support  for  wide  scale  terrorism  and 
possibly  to  reach  an  accommodation  with 
the  United  States.  At  least  one  of  the  key 
dissidents  has  recently  been  executed  by  that 
Government. 
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American  officials  had  learned  of  the 
pending  disclosure  of  McFarlane's  May  trip 
to  Tehran  at  a  secret  meeting  in  Europe  a 
week  before  the  disclosure  appeared  in  the 
press.  Their  immediate  concern  was  for  the 
lives  of  remaining  American  hostages.  They 
also  wanted  to  continue  the  secret  discus- 
sions, as  did  officials  of  the  Government  of 
Iran.  In  addition,  there  were  serious  ques- 
tions about  the  impact  of  the  disclosures  on 
a  significant  American  ally,  Israel. 

During  the  week  after  the  New  York  Times 
story,  there  were  vigorous  disagreements 
within  the  Administration  about  what,  if 
anything,  the  Administration  should  disclose 
about  the  Iran  initiative.  As  the  situation  was 
later  described  by  former  Chief  of  Staff  Don- 
ald Regan: 


And  then  I  might  add  here,  a  very  dramatic 
thing  happened.  I  recall  it  vividly.  Jacobsen 
had  a  Rose  Garden  ceremony  welcoming  him 
back.  He  had  said  in  his  remarks  he  had  cau- 
tioned the  media  about  discussing  this.  On  the 
way  back,  as  the  President  and  he  were  mount- 
ing the  steps  to  the  colonnade  to  go  back  into 
the  Oval  Office,  there  were  shouted  questions 
from  the  media  about,  "What  are  you  going  to 
do  about  the  hostages,  what  about  the  others 
that  are  there?"  And  Jacobsen  turned  and  very 
emotionally  said,  "For  God's  sake,  don't  talk 
about  that,  that  is  exactly  what  I  have  been 
saying,  you  are  endangering  lives  of  the  people 
I  love,  these  are  my  friends."  That  made  quite 
an  impression  on  the  President.  And  even 
though  that  same  day  I  urged  him  again  to  get 
this  story  out,  he  said,  "No,  we  can't  Don,'  he 
said,  "We  can't  endanger  those  lives."  And  he 
didn't. 


I  recall  discussing  with  other  members  of  the 
staff,  "The  cover  is  blown  here.  We  have  got  to 
go  public  with  it.  We  have  got  to  tell  the  Con- 
gress, we  have  got  to  tell  the  American  public 
exactly  what  went  on  so  they  were  aware  of  it." 

Mr.  Smilijanich.  What  did  Admiral  Poindex- 
ter  recommend? 

Mr.  Regan.  [His  recommendation  was]  Abso- 
lutely not.  It  was  later  reported  in  local  papers 
here  that  we  had  a  shouting  match  .  .  .  [W]e 
did  have  a  difference  of  opinion — a  strong  one. 
.  .  .  His  reasoning  was  a  good  one,  that  Jacob- 
sen  had  just  come  out  as  a  hostage,  North  was 
preparing  to  go  to  London  and  actually  did  go 
to  London  that  first  weekend  in  November — 
what  was  it,  the  8th  or  9th,  in  through  there  [to 
meet  with  Iranian  officials] — and  there's  a  pos- 
sibility of  two  more  prisoners  coming  out,  two 
of  the  original  ones,  and  maybe  even  the  addi- 
tional three,  the  later  ones.  And  why  blow 
that  chance?  We  got  to  keep  the  lid  on  this, 
we  got  to  deny  it,  we're  endangering  their 
lives. 


Regan's  testimony  shows  the  Administra- 
tion's concern  for  the  hostages.  North's  notes 
of  a  meeting  with  Iranian  representatives  on 
November  7,  three  days  after  the  New  York 
Times  story,  show  both  the  desire  to  con- 
tinue the  negotiations  and  a  concern  for  the 
hostages: 

— "Holding  to  no  comment — 
— We  recog.(nize)  that  public  statement,  RR 
admitting  mtgs.  w/  [2d  Channel]  wd  be  dan- 
gerous for  you  and  Speaker 
— Need  to  know  WTF  going  on 

•  Press  release 

•  [Second  Channel]  told  in  Frankfurt  2  host 
(two  hostages)." 


NOVEMBER  10-20 

Public  pressure  for  an  account  of  the  Ad- 
ministration's dealings  with  Iran  led  during 
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November  to  meetings,  a  speech  and  press 
conference  by  the  President,  and  testimony 
by  various  Administration  officials  before 
Congressional  committees.  Questions  were 
raised  both  inside  and  outside  the  Admin- 
istration about  the  Administration's  com- 
pliance with  civil  statutes  governing  Execu- 
tive-Legislative branch  relations  in  the  con- 
duct of  covert  activities  and  arms  transfers. 
The  President  and  his  advisers  continued  to 
grapple  with  the  question  of  how  to  balance 
the  diplomatic  concerns  just  described  with 
the  need  for  public  disclosure. 

According  to  Regan's  notes  of  a  Novem- 
ber 10  meeting,  the  President  opened  the  dis- 
cussion with  a  statement  to  the  effect  that  "as 
a  result  of  media,  etc.  must  have  a  statement 
coming  out  of  here. . . .  Some  things  we  can't 
discuss  because  of  long  term  considerations 
of  people  with  whom  we  have  been  talking 
about  the  future  of  Iran." 


TESTIMONY  AND  CHRONOLOGIES 

The  need  for  additional,  detailed  information 
on  the  Iran  initiative  was  intensified  by  the 
need  to  testify  before  the  Intelligence  Com- 
mittees on  November  21.  It  became  clear 
that  the  Administration  had  only  an  incom- 
plete "institutional  memory"  on  the  origin 
and  conduct  of  that  highly  compartmented 
initiative  and  that  different  participants  had 
conflicting  memories  of  certain  key  1985 
events. 

The  events  surrounding  the  creation  of 
false  and  misleading  chronologies  have  been 
discussed  in  detail  during  the  hearings  and 
there  is  no  need  to  review  the  matter  here. 
These  chronologies  misstated  the  fact  of  the 
President's  authorization  for  the  1985  arms 


shipments,  the  Israeli  participation  in  those 
shipments,  and  contemporaneous  knowl- 
edge by  United  States  Government  officials 
of  the  nature  of  those  shipments.  It  is  suf- 
ficient to  note  that  the  preparation  of  these 
materials  was  almost  exclusively  the  work 
of  then  present  and  former  members  of  the 
NSC  staff,  particularly  North  and  McFar- 
lane.  Their  false  presentation  of  these  events 
appears  to  have  been  acquiesced  in,  either 
knowingly  or  unknowingly,  by  Casey  and 
Poindexter. 


JUSTICE  DEPARTMENT 
INVESTIGATION 

We  think  that  the  suggestion  that  the  Attor- 
ney General's  investigative  procedures 
changed  in  some  irregular  manner  after  the 
discovery  of  a  possible  diversion  is  particu- 
larly unfair.  We  encourage  any  reader  who  is 
interested  in  this  issue  to  review  the  colloquy 
on  this  subject  between  the  Attorney  General 
and  Senator  Mitchell  in  which  Senator 
Mitchell  raised  this  issue  and  then  dropped 
it  after  the  Attorney  General  directly  chal- 
lenged him  for  doubting  Meese's  testimony 
about  it. 

The  Attorney  General's  November  25 
press  conference  report  was  based  princi- 
pally on  admissions  made  to  him  on  Novem- 
ber 23  by  North.  At  the  press  conference,  the 
Attorney  General  repeatedly  made  clear  that 
there  were  a  large  number  of  matters  on 
which  his  information  was  uncertain  and 
subject  to  additional  review  and  correction. 
At  that  time,  Justice  Department  officials 
were  not  aware  of  any  document  shredding 
or  altering  by  North  and  others.  As  McFar- 
lane  testified,  although  he  did  not  participate 
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in  the  shredding  he  did  not  inform  Meese 
that  North  had  told  him  it  might  occur. 
Similarly,  Justice  Department  officials  had 
no  immediate  way  to  determine  that  several 
of  these  officials  gave  them  misleading  or 
inaccurate  answers  to  their  questions.  The 
majority's  pointless  cavilling  about  this  press 
conference  is  very  much  indicative  of  the 
quality  of  their  work  in  this  area.  As  noted, 
despite  this  attempt  at  a  coverup  by  certain 
NSC  officials,  the  Attorney  General's  inves- 
tigation turned  up  the  facts  that  are  still  the 
essential  ones  today. 

There  is  no  evidence  that  the  President 


directed,  encouraged,  or  otherwise  in  any 
way  condoned  a  coverup.  We  reject  as  com- 
pletely unsupported  by  the  record  any  sug- 
gestion that  the  Attorney  General  or  his  staff 
ignored  signs  of  potential  criminal  behavior 
or  consciously  sought  not  to  obtain  informa- 
tion in  an  effort  to  assist  or  protect  the  Presi- 
dent. After  intense  scrutiny,  by  two 
Congressional  committees  with  a  very  staff, 
it  is  clear  that  the  Attorney  General  and  his 
staff  conducted  themselves  honorably  and 
disclosed  to  the  President  and  the  public 
their  findings  without  regard  to  any  political 
damage  which  would  ensue. 
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CHAPTER  12 


The  NSC's  Role 
in  Investigations 


The  majority  chapter  entitled  "NSC  In- 
volvement in  Criminal  Investigations  and 
Prosecutions"  raises  questions  about  the 
connection  between  the  work  of  the  National 
Security  Council  and  traditional  law  enforce- 
ment activities.  Unfortunately,  the  majority 
combines  carelessly  assembled  information 
about  matters  which  any  fair-minded  person 
would  conclude  raise  no  important  issues, 
with  scattered  and  conclusory  judgments 
about  matters  where  real  questions  of  judg- 
ment exist. 

Because  of  the  necessity  for  accurate  and 
timely  information  about  threats  to  persons 
or  property  posed  by  those  who  may  wish  to 
cause  harm  for  reasons  connected  to  the  for- 
eign policy  of  the  United  States,  the  national 
security  community  must  sometimes  be  in- 
volved in  pending  criminal  investigations  un- 
dertaken by  domestic  law  enforcement 
agencies.  The  real  question  is  not  whether 
but  when  and  how  much  involvement  is  ap- 
propriate. To  answer  this  question  requires  a 
close  examination  of  the  reasons  for  such 
involvement  and  the  manner  in  which  such 
involvement  is  responded  to  by  law  enforce- 
ment officials. 

The  record  of  the  various  investigations 


discussed  by  the  majority  shows  that  law  en- 
forcement agencies  outside  the  NSC,  from 
the  Department  of  Justice,  to  the  FBI  and 
Customs  Service,  responded  in  an  appropri- 
ate manner  to  requests  for  investigations 
prompted  by  such  reasons.  In  addition,  the 
record  of  several  of  the  investigations  in 
which  NSC  personnel  became  involved  re- 
veals that  NSC  involvement  in  these  activi- 
ties, at  least  at  their  preliminary  stages,  was 
appropriate.  However,  their  involvement  in 
others  was  questionable  at  best. 

The  circumstances  of  each  case  will  deter- 
mine whether  such  involvement  was  appro- 
priate. We  encourage  each  reader  to  examine 
the  facts  of  each  investigation  carefully  to 
make  this  determination. 

Basically,  the  majority  alleges  that  certain 
Administration  officials,  particularly  Colo- 
nel North,  became  improperly  involved  in  a 
number  of  investigations  relating  to  Contra 
activities.  However,  the  majority's  highly 
critical  analysis  is  based  on  a  flawed  method- 
ology. In  view  of  the  majority's  intent  to 
show  that  Col.  North  acted  improperly,  it  is 
noteworthy  that  the  majority  in  most  cases 
declined  to  ask  Col.  North  himself,  during 
six  days  of  public  testimony,  about  these  alle- 
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gations  against  him.  During  the  Committees' 
investigation,  the  majority  obtained  informa- 
tion on  these  matters  from  witnesses  who 
were  in  contact  with  North,  but  North  was 
never  asked  to  give  his  side  of  these  events. 
The  majority  uses  selected  entries  from 
North's  written  notes  of  conversations  and 
meetings,  but  even  though  these  entries  are 


often  abbreviated  and  cryptic,  the  majority 
declined  to  ask  North  to  explain  them.  In- 
stead, the  majority  attempted  to  interpret 
what  these  notes  "suggest."  In  light  of  this 
flawed  methodology,  the  majority's  conclu- 
sions regarding  purported  interference  with 
various  investigations  cannot  be  considered 
objective. 


448 


PART 


PUTTING  CONGRESS' 
HOUSE  IN  ORDER 


CHAPTER  13 


The  Need  to 
Patch  Leaks 


Throughout  the  majority  report,  much  is 
made  of  the  Administration's  concern  for  se- 
crecy. That  concern  is  protrayed  almost  ex- 
clusively, if  not  exclusively,  as  the  desire  of 
some  lawbreakers  to  cover  the  tracks  of  their 
misdeeds.  We  agree  that  the  National  Secu- 
rity Council  staff,  under  Admiral  Poindex- 
ter,  let  its  concern  over  secrecy  go  too  far. 
We  should  not  be  so  deceived  by  self-righ- 
teousness, however,  that  we  dismiss  the  Ad- 
miral's concern  as  if  it  had  no  serious  basis. 
Our  national  security,  like  it  or  not,  does 
depend  on  many  occasions  on  our  ability  to 
protect  secrets.  It  is  easy  to  dismiss  the  spe- 
cific Iran  arms  sales  decisions  about  execu- 
tive branch  compartmentalization,  and 
about  withholding  information  from  Con- 
gress for  almost  a  year,  as  having  been  exces- 
sive. Everyone  on  these  Committees  would 
agree  with  that  conclusion.  But  unless  we 
can  understand  the  real  problems  that  led  the 
NSC  staff  to  its  decision,  future  Administra- 
tions will  once  again  be  faced  with  an  unpala- 
table choice  between  excessive  secrecy, 
risking  disclosure  or  foregoing  what  might  be 
a  worthwhile  operation. 

Time  after  time  over  the  past  several  years, 
extremely  sensitive  classified  information  has 
been  revealed  in  the  media.  Predictably,  both 


Congress  and  the  Administration  have 
blamed  each  other.  In  fact,  both  are  culpable. 
It  is  important  for  these  Committees  to  rec- 
ognize this  truth  forthrightly.  As  Secretary 
Shultz  said,  quoting  Bryce  Harlow,  "trust  is 
the  coin  of  the  realm."  But  trust  has  to  be 
mutual.  Some  people  on  these  Committees 
seem  to  want  to  bring  criminal  prosecutions 
against  former  Administration  officials  for 
not  speaking  candidly  to  Congress.  It  is  true 
that  the  business  of  government  requires  the 
Administration  to  be  considered  trustworthy 
by  Congress.  But  so  too  must  Congress  prove 
itself  trustworthy  to  the  Administration. 

We  do  not  mean,  by  our  focus  on  congres- 
sional leaks,  to  suggest  that  we  turn  our  eyes 
from  the  same  problem  in  the  executive 
branch.  Executive  branch  leaks  are  every  bit 
as  serious  as  legislative  branch  ones.  But  as 
long  as  there  is  a  consensus  on  this  point,  we 
do  not  feel  a  need  to  dwell  on  it  here.  At  the 
end  of  this  chapter,  we  will  recommend  legis- 
lation to  help  address  the  issue  of  executive 
branch  leaks  along  with  our  suggestions  for 
the  legislative  branch. 

There  is  much  less  consensus  in  Congress, 
however,  about  leaks  from  the  legislative 
branch.  Those  problems  are  real. 
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PART 


V 


RECOMMENDATIONS 


CHAPTER  14 


Recommendations 


The  majority  report  reaches  the  conclusion, 
accurately  in  our  opinion,  that  the  underly- 
ing cause  of  the  Iran-Contra  Affair  had  to  do 
with  people  rather  than  with  laws.  Despite 
this  laudable  premise,  the  majority  goes  on  to 
offer  no  fewer  than  27  recommendations, 
most  involving  legislation  and  several  of 
them  multifaceted.  Some  of  the  recommen- 
dations unfortunately  betray  Congress'  role 
in  the  legislative-executive  branch  struggle 
by  proposing  needlessly  detailed  rules  for  the 
organization  of  the  executive  branch.  At  the 
same  time,  the  majority  recommendations 
barely  touch  the  problem  of  leaks,  and  say 
nothing  at  all,  to  no  one's  surprise,  about 
Congress'  misuse  of  massive  continuing  ap- 
propriations resolutions  to  conduct  foreign 
policy. 

We  do  not  intend  here  to  give  a  detailed 
critique  of  the  majority  recommendations. 
We  do  believe  that  requiring  the  President  to 
notify  Congress  of  all  covert  operations 
within  48  hours,  without  any  exceptions, 
would  be  both  unconstitutional  and  unwise. 
Many  of  the  remaining  recommendations 
seem  to  us  to  be  unconscionably  meddle- 
some. No  good  reasons  are  offered  for  pro- 
hibiting military  officers,  such  as  General 


Powell,  from  being  National  Security  Ad- 
viser. No  good  reasons  are  offered  for  having 
the  National  Security  Council  produce  regu- 
lar staff  rosters  for  Congress.  And  so  forth, 
and  so  on.  It  all  strikes  as  more  of  the  same: 
an  attempt  to  achieve  grand  policy  results  by 
picking  away  at  the  details. 

In  the  spirit  of  offering  recommendations, 
however,  we  are  pleased  to  present  some  of 
our  own. 


Recommendation  1:  Joint  Intelligence 
Committee 

Congress  should  replace  its  Senate  and  House 
Select  Committees  on  Intelligence  with  a  joint 
committee. 

Congress  has  realized  that  limiting  the 
number  of  people  with  access  to  sensitive 
information  can  help  protect  the  informa- 
tion's security.  The  House  and  Senate  took 
worthwhile  first  steps  to  limit  the  number  of 
Members  and  staff  engaged  in  intelligence 
oversight  by  establishing  Select  Committees 
on  Intelligence.  Unfortunately,  as  we  have 
seen,  security  still  is  not  tight  enough.  The 
time  has  now  come,  therefore,  for  taking  the 
next  logical  steps. 
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Given  the  national  security  stakes  in- 
volved, Congress  and  the  Administration 
must  find  a  remedy  for  restoring  mutual 
trust.  One  major  step  in  that  direction  can  be 
taken  by  merging  the  existing  House  and 
Senate  intelligence  committees  into  a  joint 
committee,  along  the  lines  of  legislation  (H.J. 
Res.  48)  sponsored  by  Representative  Henry 
Hyde  and  a  bipartisan  group  of  135  cospon- 
sors.  Such  a  committee  need  not  have  the  32 
Members  (plus  four  exofficio)  and  55  staff 
now  needed  for  two  separate  committees. 
Fewer  Members,  supported  by  a  small  staff 
of  apolitical  professionals,  could  make  up  the 
single  committee.  In  recognition  of  political 
reality,  the  majority-party  membership  from 
each  House  would  have  a  one  vote  edge. 

A  joint  intelligence  panel  would  drasti- 
cally diminish  the  opportunities  for  partisan 
posturing  and  substantially  reduce  the  num- 
ber of  individuals  with  access  to  classified 
and  sensitive  information.  This  would  not 
only  minimize  the  risk  of  damaging  unau- 
thorized disclosures  but  would  also  signifi- 
cantly increase  the  likelihood  of  identifying 
leak  sources — something  that  rarely  occurs 
now  because  so  many  people  are  in  the  "in- 
telligence information  loop."  Furthermore, 
with  the  possibility  of  discovery  so  much 
greater,  potential  leakers  would  be  strongly 
deterred  from  unauthorized  disclosures. 

To  achieve  both  efficiency  and  secrecy  in 
congressional  consideration  of  intelligence 
matters,  a  Joint  Intelligence  Committee  must 
have  legislative  as  well  as  oversight  jurisdic- 
tion. Otherwise,  the  two  Houses  would  not 
give  the  Joint  Committee  the  deference  the 
two  existing  intelligence  committees  enjoy. 
Neither  would  the  intelligence  agencies  have 
the  budget-based  incentives  to  cooperate 
with  the  Joint  Committee  as  they  have  now 
with  the  two  select  committees.  Inadequate 


jurisdiction  might  also  prompt  the  various 
committees  in  each  House  with  historical  in- 
terests in  intelligence  to  reassert  themselves. 
That  could  trigger  increased  fractionaliza- 
tion  of  the  congressional  oversight  process, 
with  the  concomitant  proliferation  within 
the  Congress  of  access  to  sensitive  intelli- 
gence information. 

Recommendation  2:  Oath  and  Strict 
Penalties  for  Congress. 

To  improve  security,  the  Joint  Intelligence 
Committee  (or  the  present  House  and  Senate 
committees)  should  adopt  a  secrecy  oath  with 
stiff  penalties  for  its  violation. 

Creating  a  joint  committee  will  not  by  it- 
self guarantee  the  security  of  intelligence 
information.  Also  essential  is  committee  self- 
discipline.  Earlier,  we  pointed  out  how  the 
reputations  of  the  Senate  and  House  Intelli- 
gence Committees  have  been  sullied  by  leaks 
from  Members  or  staff.  As  the  importance  of 
congressional  oversight,  and  the  reputation 
for  leaking,  both  grow,  foreign  intelligence 
agencies  are  discouraged  from  unguarded 
cooperation  with  the  United  States.  Change 
is  therefore  urgent  both  to  stanch  the  flow  of 
leaks  and  to  symbolize  to  foreign  countries 
that  Congress  is  serious  about  preserving  the 
confidentiality  of  secrets. 

One  significant  change  that  would  help 
further  both  goals  would  be  to  require  an 
oath  of  secrecy  for  all  Members  and  staff  of 
the  intelligence  committees.  Such  an  oath 
would  not  be  an  American  novelty.  As  we 
have  already  noted,  the  Continental  Con- 
gress' Committee  on  Secret  Correspondence 
required  all  of  its  members  and  employees  to 
pledge  not  to  divulge,  directly  or  indirectly, 
any  information  that  required  secrecy. 

The  proposed  oath  should  read:  "I  do 
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solemnly  swear  (or  affirm)  that  I  will  not 
directly  or  indirectly  disclose  to  any  unau- 
thorized person  any  information  received  in 
the  course  of  my  duties  on  the  [Senate, 
House  or  Joint]  Intelligence  Committee  ex- 
cept with  the  formal  approval  of  the  Com- 
mittee or  Congress." 

The  Committee  Rules  should  be  amended 
to  compel  permanent  expulsion  from  the 
committee  of  any  member  or  staff  person 
who  violates  his  or  her  oath.  While  proceed- 
ings remain  pending,  the  accused  would  be 
denied  access  to  classified  information.  The 
rules  of  the  House  and  Senate  should  also  be 
amended  to  provide  that  the  Intelligence 
Committee  would  be  authorized  to  refer 
cases  involving  the  unauthorized  disclosure 
of  classified  information  to  the  Ethics  Com- 
mittees. The  rules  should  make  it  clear  that 
the  Ethics  Committees  may  recommend  ap- 
propriate sanctions,  up  to  and  including  ex- 
pulsion from  Congress. 

This  approach  is  well  within  the  Constitu- 
tion's expulsion  power  and  the  power  of  each 
House  to  set  rules  for  its  own  proceedings. 
The  power  of  each  House  of  Congress  to 
expel  Members  for  misbehavior  by  two- 
thirds  vote  is  virtually  uncircumscribed.  His- 
torically, fifteen  Senators  and  four 
Representatives  have  been  expelled.  Four- 
teen of  the  Senators  were  expelled  for  sup- 
porting the  Confederate  secession.  The 
fifteenth,  Senator  Blount,  was  for  conspiring 
with  Indian  tribes  to  attack  Spanish  Florida 
and  Louisiana.  The  House  and  Senate  also 
have  considered  and  refused  expulsion  on 
twenty-four  occasions  for  charges  as  varied 
as  corruption,  disloyalty,  Mormonism,  trea- 
sonable utterances,  dueling,  and  attacking 
other  Members  of  Congress.  Expulsion  deci- 
sions of  Congress  are  probably  beyond  judi- 
cial review. 


Any  set  of  recommendations  that  limits 
itself  to  Congress  would  not  be  adequate  to 
respond  to  the  problem  of  leaks.  Therefore, 
we  recommend  a  more  balanced  approach 
that  would  stiffen  the  penalties  for  others 
who  participate  in  this  activity. 

Recommendation  3:  Strengthening 
Sanctions 

Sanctions  against  disclosing  national  security 
secrets  or  classified  information  should  be 
strengthened. 

Current  federal  law  contains  many  provi- 
sions prohibiting  the  disclosure  of  classified 
information,  but  each  of  the  existing  provi- 
sions has  loopholes  or  other  difficulties  that 
make  them  hard  to  apply.  The  section  that 
covers  the  broadest  spectrum  of  information, 
"classified  information,"  only  prohibits 
knowing,  unauthorized  communication  to  a 
foreign  agent  or  member  of  a  specified  Com- 
munist organization. 

Another  set  of  provisions  contains  no  such 
limit  on  the  recipient  of  the  information,  but 
applies  only  to  information  related  to  the 
national  defense.  For  some  specified  infor- 
mation, unauthorized  disclosure  or  transmis- 
sion is  criminal  under  any  circumstances. 
The  transmission  of  other  "information 
relating  to  the  national  defense"  to  an  unau- 
thorized person  is  also  illegal  if  a  person  has 
reason  to  believe  the  information  would  be 
used  to  injure  the  United  States  or  to  benefit 
a  foreign  nation.  The  problem  with  these 
provisions  is  that  they  cover  only  "informa- 
tion relating  to  the  national  defense"  rather 
than  the  full  range  of  national  security  infor- 
mation whose  secrecy  the  government  has  a 
legitimate  reason  to  protect. 

A  third  set  of  provisions  in  current  law  is 
limited  to  nuclear  weapons  production.  A 
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fourth  is  limited  to  information  about  ci- 
phers or  communications  intelligence.  This 
is  the  law  that  the  National  Security  Agency 
Director,  General  William  E.  Odom,  be- 
lieves should  be  applied  more  vigorously 
against  both  federal  employees  and  the 
press.* 

Finally,  a  fifth  provision — also  limited  in 
the  information  it  protects — makes  illegal 
the  disclosure  of  agents'  identities.  This  law 
is  also  restricted  to  disclosures  by  someone 
who  (a)  has  authorized  access  to  the  identity 
from  classified  information  or  (b)  is  engaged 


*The  following  is  quoted  from  Molly  Moore,  "Prosecution  of 
Media  for  Leaks  Urged,"  The  Washington  Post,  Sept.  3,  1987, 
p.  A4: 

"I  don't  want  to  blame  any  particular  area  for  leaking," 
said  Odom,  who  added,  "There's  leaking  from  Congress 
.  .  .  there's  more  leaking  in  the  administration  because  it's 
bigger.  I'm  just  stuck  with  the  consequences  of  it. 

Leaks  have  damaged  the  [communications  intelligence] 
system  more  in  the  past  three  to  four  years  than  in  a  long,  long 
time."  .  .  . 

Odom  said  he  has  encouraged  the  administration  to  use  an 
obscure  law  that  prohibits  disclosures  of  "communications 
intelligence."  Odom  said  he  has  referred  several  cases  involv- 
ing news  leaks  to  the  Justice  Department  since  1985  but  said 
the  department  has  declined  to  prosecute  any  of  them.  The 
department  said  it  has  not  prosecuted  any  so  far.  .  .  . 

"Generally,  when  I'm  with  a  group  of  journalists,  I  can 
usually  see  two  or  three  people  who  fall  in  the  category  of 
those  who  probably  could  be  successfully  prosecuted,"  Odom 
told  the  reporters. 

The  following  material,  from  the  same  press  briefing,  is 
from  Norman  Black,  "Gen.  Odom  blames  leaks  for  'deadly' 
intelligence  loss,"  Associated  Press  dispatch  published  in  The 
Washington  Times,  Sept.  3,  1987,  pp.  1,  12: 

Asked  to  provide  examples,  Gen.  Odom  said  he  didn't  want 
"to  get  specific  right  now  and  compound  the  things,  but  a 
number  of  sources  have  dried  up  in  some  areas  which  you  are 
all  familiar  with,  in  the  past  year  or  two. 

A  number  of  years  ago  there  was  a  case  that  had  to  do  with 
a  Damascus  communication.  ...  It  was  a  leak.  It  attributed 
this  thing  to  an  intercept.  And  the  source  dried  up  immedi- 
ately," Gen.  Odom  said. 

Asked  then  about  Libya,  he  replied,  "Libya,  sure.  Just 
deadly  losses." 


in  a  "pattern  of  activities  intended  to  identify 
and  expose  covert  agents"  with  reason  to  be- 
lieve the  publicity  would  impair  the  foreign 
intelligence  activities  of  the  United  States. 
The  latter  limitation  means  that  the  agent 
disclosure  law  does  not  cover  most  normal 
press  disclosures,  such  as  the  ones  we  men- 
tioned earlier  about  reports  based  on  these 
committees'  work,  because  they  are  not  nor- 
mally part  of  a  pattern  or  practice  of  identify- 
ing covert  agents. 

In  order  to  close  these  loopholes,  Rep.  Bill 
McCollum  has  introduced  a  bill  (H.R.  3066) 
co-sponsored  by  all  the  other  Republican 
members  of  the  House  Iran  Committee.  The 
bill  is  limited  to  current  and  past  federal  em- 
ployees in  any  branch  of  government.  For 
these  people,  the  bill  would  make  it  a  felony 
knowingly  to  disclose  classified  information 
or  material  (not  just  specific  national  defense 
information)  to  any  unauthorized  person, 
whatever  the  intent. 

Another  approach  that  would  supplement 
the  McCollum  bill  would  be  to  introduce 
substantial  civil  penalties  for  the  knowing  dis- 
closure of  classified  information  to  any  unau- 
thorized person.  The  penalties  might  range 
from  administrative  censure  to  a  permanent 
ban  on  federal  employment  and  a  fine  of  $10,- 
000.  The  advantage  of  giving  the  Justice  De- 
partment the  option  of  using  a  civil  statute 
would  be  (a)  that  the  standard  for  proof 
would  be  the  preponderance  of  evidence 
rather  than  proof  beyond  a  reasonable  doubt 
and  (b)  the  law  could  stipulate  that  contested 
violations  should  be  heard  in  secret,  without  a 
jury.  These  procedures  should  not  encounter 
constitutional  difficulties  in  light  of  the  Su- 
preme Court's  broad  endorsement  of  controls 
on  the  disclosure  of  classified  information  in 
Snepp  v.  U.S. 
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Recommendation  4:  Gang  of  Four 

Permit  the  President  to  notify  the  "Gang  of 
Four"  instead  of  the  "Gang  of  Eight"  in  spe- 
cial circumstances. 

Representative  Broomfield  has  introduced 
a  bill  that,  among  other  things,  would  permit 
the  President  on  extremely  sensitive  matters 
to  notify  only  the  Speaker  of  the  House, 
House  Minority  Leader,  Senate  Majority 
Leader  and  Senate  Minority  Leader.  Under 
current  law,  limited  notification  means 
notification  of  these  four  plus  the  chairmen 
and  ranking  minority  members  of  the  two 
intelligence  committees.  On  the  principal 
that  notifying  fewer  people  is  better  in  ex- 
tremely sensitive  situations,  we  would  be  in- 
clined to  support  legislation  along  these  lines 
that  would  ratify  what  has  already  come  to 
be  an  informal  occasional  practice. 


Recommendation  5:  Restore  Presidential 
Power  to  Withstand  Foreign  Policy  by 
Continuing  Resolution 

Require  Congress  to  divide  continuing  resolu- 


tions into  separate  appropriations  bills  and 
give  the  President  an  item  veto  for  foreign 
policy  limitation  amendments  on  appropria- 
tions bills. 

The  way  Congress  made  foreign  policy 
through  the  Boland  Amendment  is  all  too 
normal  a  way  of  doing  business.  Congress 
uses  end  of  the  year  continuing  resolutions  to 
force  its  way  on  large  matters  and  small, 
presenting  the  President  with  a  package  that 
forces  him  to  choose  between  closing  down 
the  Government  or  capitulating.  Congress 
should  give  the  President  an  opportunity  to 
address  the  major  differences  between  him- 
self and  the  Congress  cleanly,  instead  of 
combining  them  with  unrelated  subjects.  To 
restore  the  Presidency  to  the  position  it  held 
just  a  few  Administrations  ago,  Congress 
should  exercise  the  self-discipline  to  split 
continuing  resolutions  into  separate  appro- 
priation bills  and  present  each  of  them  indi- 
vidually to  the  President  for  his  signature  or 
veto.  Even  better  would  be  a  line-item  veto 
that  would  permit  the  President  to  force 
Congress  to  an  override  vote  without  jeop- 
ardizing funding  for  the  whole  government. 
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SUPPLEMENTAL  AND 
ADDITIONAL  VIEWS 


Additional  Views  of 
Chairman  Daniel  K.  Inouye 
and  Vice  Chairman 
Warren  B.  Rudman 


We  wish  to  acknowledge  the  bipartisan  spirit 
that  characterized  our  Committee's  work 
and  resulted  in  a  Report  signed  by  all  of  the 
Democrats  and  a  majority  of  the  Republican 
Members  of  the  Senate  Select  Committee. 
We  wish  also  to  recognize  the  outstanding 
leadership  of  our  distinguished  colleague, 
Representative  Lee  Hamilton,  Chairman  of 
the  House  Select  Committee. 

Tragedies  like  the  Iran-Contra  Affair  unite 
our  Government  and  our  people  in  their  re- 
solve to  find  answers,  draw  lessons  and  avoid 
a  repetition.  In  investigations  of  this  magni- 
tude— which  involve  serious  questions  relat- 
ing to  the  proper  functioning  of  our 
Government — it  is  just  as  important  to  lay 


aside  partisan  differences  and  avoid  unjusti- 
fied criticisms  as  it  is  to  make  the  justified 
criticisms  set  forth  in  the  Report.  In  that 
spirit,  we  wish  to  recognize  the  cooperation 
that  we  received  from  the  White  House 
throughout  this  inquiry. 


The  Senators  express  their  appreciation  to  the 
President  for  allowing  the  Committees  to  review 
excerpts  from  his  personal  diaries.  They  also 
urge  the  White  House  to  consent  to  the  Commit- 
tees' only  outstanding  request,  for  access  to  addi- 
tional information  from  the  main  White  House 
computer.  But  they  note  that  even  in  this  last 
matter  the  White  House  has  been  cooperative  so 
far. 
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Additional  Views  of 
Honorable  Peter  W  Rodino  Jr., 
Honorable  Dante  B.  Fascell 
Vice  Chairman, 
Honorable  Thomas  S.  Foley, 
Honorable  Jack  Brooks, 
Honorable  Louis  Stokes, 
Honorable  Les  Aspin,  and 
Honorable  Edward  P  Boland 


We  have  all  joined  in  voting  for  the  joint 
Report  of  the  Select  Committees,  and  wish 
to  commend  the  Chairmen  and  the  staff  for 
their  extraordinary  efforts  in  assembling  the 
voluminous  factual  information  gathered 
during  our  investigation  and  crafting  it  into 
a  fair  and  credible  report.  Obviously,  it 
would  have  been  impossible  to  draft  a  re- 
port with  which  all  the  Members  of  the 
Committees  would  have  agreed  in  every 
particular;  the  subject  is  far  too  complex, 
the  information  subject  to  too  many  differ- 
ent shadings,  and  the  unresolved  questions 
too  numerous  to  expect  unanimity. 
Nonetheless,  we  wish  to  emphasize  our 
strong  support  for  the  Report  in  general 
and  for  the  work  of  the  leadership  of  the 
Committees  in  producing  a  document  that 
a  majority  of  Members  could  endorse. 


We  would  emphasize,  however,  that  the 
Report  is  based  solely  on  the  documents,  tes- 
timony, and  other  information  available  to 
the  Committees.  Unfortunately,  not  all  infor- 
mation requested  by  the  Committees  was  in 
fact  made  available,  and  this  has  deprived  us 
of  material  that  quite  possibly  could  resolve 
a  number  of  key  issues. 

In  contrast  to  Senators  Inouye  and  Rudman,  the 
Representatives  say  that  "the  White  House  did 
not  provide  the  Select  Committees  with  all  docu- 
ments and  information  requested  in  the  past 
months."  Not  provided,  they  say,  was  certain  in- 
formation from  the  White  House  computers,  in- 
cluding PROF  notes  that  may  still  be  retrievable 
from  computer  tapes,  and  other  documents  that 
may  be  on  word-processor  floppy  disks,  including 
possible  memos  on  the  diversion  of  funds  to  the 
Contras. 


464 


Additional  Views  of 
Honorable  Peter  W  Rodina  Jr., 
Honorable  Dante  B.  Fascell, 
Vice  Chairman, 
Honorable  Jack  Brooks,  and 
Honorable  Louis  Stokes 


We  support  the  joint  report  of  the  Select 
Committees  and  are  pleased  that  a  bipartisan 
majority  of  Members  of  the  House  and  Sen- 
ate voted  to  adopt  it.  In  particular,  we  wish 
to  commend  the  Chairmen  of  the  two  panels 
for  their  fair  and  impartial  leadership  during 
the  investigation  and  for  their  efforts  to  pro- 
duce an  objective  report  based  on  the  facts 
we  discovered.  We  also  believe  it  is  impor- 
tant to  take  note  of  the  painstaking,  profes- 
sional work  of  the  staffs  of  the  Committees 
over  the  past  several  months.  They  have 
done  an  extraordinary  job  in  preparing  for 
and  guiding  us  through  the  public  hearings, 
and  in  assembling  the  massive  amount  of  in- 
formation the  Committees  gathered  into  a 
comprehensive  and  readable  report. 

While  we  support  the  Committees'  report, 
we  are  including  in  these  views  some  addi- 
tional comments  on  the  difficulties  caused  by 


delayed  document  production  by  the  execu- 
tive branch,  on  the  Attorney  General's  role 
in  the  Iran-Contra  matter,  and  on  NSC  in- 
volvement in  criminal  investigations  and 
prosecutions. 

In  the  longest  of  the  Additional  Views,  the 
Representatives  say  the  Committees  were  not 
able  to  answer  every  question  about  the  Iran- 
Contra  Affair.  Part  of  the  reason,  in  their  view, 
was  that  the  Administration,  particularly  the 
Justice  Department,  took  too  long  delivering 
some  requested  materials.  The  Representatives 
also  question  Attorney  General  Meese's  con- 
duct, notably  his  preliminary  inquiry  of  the 
matter  in  November  1986.  They  also  argue  that 
the  majority  report  is  wrong  to  absolve  Federal 
law  enforcement  agencies  of  blame  when  they 
acceded,  in  whole  or  in  part,  to  NSC  requests 
that  slowed  or  stopped  several  criminal  investi- 
gations. 
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Additional  Views  of 
Senator  David  L.  Boren  and 
Senator  William  S.  Cohen 


As  the  work  of  the  Iran-Contra  Committees 
comes  to  a  close,  it  is  important  to  focus  on 
the  future  and,  in  particular,  on  how  to 
strengthen  Congressional  oversight  of  intel- 
ligence activities.  This  issue  has  been  a  mat- 
ter of  great  concern  to  us  since  becoming 
the  Chairman  and  Vice  Chairman  of  the 
Senate  Select  Committee  on  Intelligence  in 
January. 

In  order  to  go  forward  constructively  from 
this  point,  we  believe  it  is  essential  that  all  the 
information  developed  with  respect  to  CIA's 
involvement  in  this  affair  should  be  included 
in  the  final  Report.  This  is  important  both  to 
the  Intelligence  Committees  in  Congress  and 
to  the  Director  of  Central  Intelligence  in 
order  to  be  clear  as  to  what  happened,  to 
evaluate  effectively  what  should  be  done  as  a 
result,  and  to  determine  ways  to  avoid  simi- 
lar problems  in  the  future. 


Moreover,  it  should  be  noted  that  the 
Iran-Contra  Committees  also  developed  in- 
formation concerning  the  CIA  which  did  not 
pertain  directly  to  the  Iran-Contra  affair,  but 
which  raises  concerns  for  the  Intelligence 
Committee.  It  is  our  intention  to  pursue 
these  matters  consistent  with  our  oversight 
responsibility. 

Senators  Boren  and  Cohen  criticize  certain  CIA 
employees  for  assisting  the  Contras  "in  a  manner 
contrary  to  both  Agency  policy  and  restrictions 
imposed  by  law."  The  Senators  also  point  out 
that  the  CIA  involved  itself  in  the  covert  sale  of 
arms  to  Iran  without  a  Presidential  Finding  and 
suggest  that  CIA  officers  may  have  allowed  that 
to  happen  because,  as  they  saw  it,  they  were  just 
helping  carry  out  an  NSC  program.  Senators 
Boren  and  Cohen  also  fault  the  Agency  for  offer- 
ing distorted  intelligence  to  support  Administra- 
tion policies. 
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Additional  and 

Separate  Views 

of  Senator  Howell  I  Heflin 


This  Report  should  be  viewed  clearly  for 
what  it  is — a  consensus  report.  I  do  not  agree 
with  all  of  the  language  in  the  Report,  nor  do 
I  agree  with  all  of  its  conclusions  and  recom- 
mendations. 

At  the  beginning  of  the  hearings,  I  stated 
that  we  were  beginning  a  process  of  investi- 
gation, of  affirmation,  and  of  restoration. 
The  investigation  and  affirmation  have  been 
completed,  we  should  now  finish  the  process 
of  restoration. 

The  Congressional  investigation  into  the 
Iran-Contra  Affair  is  concluded  with  the 
publication  of  this  Report.  The  investigation 
has  been  long,  controversial,  though,  at 
times  uplifting.  While  the  two  Congressional 
Committees  have  finished  their  tasks,  the  In- 
dependent Counsel  is  still  investigating  this 
matter.  It  is  the  responsibility  of  the  Inde- 
pendent Counsel  and,  ultimately,  the  courts, 
to  determine  whether  any  criminal  laws  were 
violated.  This  was  not  the  Committees'  task. 


I  believe  that  the  very  essence  of  a  democ- 
racy is  an  informed  electorate.  Clearly,  the 
hearings  have  fulfilled  this  role.  They  have 
served  to  educate  the  American  people  about 
the  strategic  importance  of  the  Middle  East 
and  the  dangers  we  are  facing  in  Central 
America.  Additionally,  the  investigation  and 
the  hearings  have  confirmed  my  support  for 
a  democratic  outcome  in  Nicaragua  and 
have  strengthened  my  resolve  to  see  an  end 
to  the  Soviet  and  Cuban  presence  and  the 
Marxist  expansion  in  Central  America. 


Senator  Heflin  gives  support  to  a  long-standing 
proposal  that  the  Senate  and  House  Intelligence 
Committees  be  merged  into  one.  That,  he  says, 
would  "enhance  secrecy"  and  "promote  a  better 
relationship  between  the  Executive  and  Legisla- 
tive branches."  He  also  suggests  that  the  Chair- 
man of  the  Joint  Chiefs  of  Staff  be  made  a 
statutory  member  of  the  National  Security  Coun- 
cil. 
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Additional  Views  of 
Senator  David  L.  Boren 


A  project  of  this  kind  involves  hundreds  of 
people  and  literally  thousands  of  hours  of 
work.  This  report  represents  a  good  faith  at- 
tempt to  accommodate  the  views  of  the  many 
individuals  involved  and  to  reflect  a  consen- 
sus as  to  the  facts  and  conclusions  of  the 
elected  officials  responsible  for  this  process. 
Not  surprisingly,  with  eleven  Members  of 
the  United  States  Senate  and  fifteen  Mem- 
bers of  the  House  of  Representatives  the  final 
product  cannot  completely  satisfy  everyone 
involved  on  each  particular  point.  Neverthe- 
less, I  support  this  Report  and  accept  gener- 
ally its  concepts. 

While  accepting  generally  this  Report,  I 
cannot  say  that  I  accept  every  statement  con- 
tained in  the  Report,  nor  can  I  say  that  I 
would  represent  each  fact  or  conclusion  in 
precisely  the  same  way. 


Senator  Boren  gives  three  examples.  First,  he 
says  the  Committees  did  not  give  enough  atten- 
tion to  "alleged  improper  propaganda  activities 
engaged  in  by  the  Department  of  State."  Sec- 
ond, he  believes  the  Committees  were  not 
proper  forums  "in  which  to  determine,  even  by 
implication,  whether  and  which  criminal  laws 
have  been  broken  and  by  whom."  And  third,  he 
says,  "I  am  concerned  that  the  report  may 
imply  that  secrecy  in  all  circumstances  is 
wrong,"  even  though  "the  taxpayers  have  in- 
vested significant  amounts  of  money"  in  devel- 
oping intelligence  agencies  and  capabilities.  The 
Senator  also  discusses  the  shortcomings  of  the 
Committees'  investigation,  saying,  for  example, 
that  the  merged  Senate-House  Committees  were 
too  large. 
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Supplemental  Views  of 
Senator  James  A.  McClure 


In  his  opening  statement  before  the  Com- 
mittee, Col.  North  testified,  "It  is  sort  of 
like  a  baseball  game  in  which  you  [Con- 
gress] are  both  the  player  and  the  umpire. 
It's  a  game  in  which  you  call  the  balls,  and 
the  strikes,  and  where  you  determine  who  is 
out,  or  who  is  safe.  And,  in  the  end  you 
determine  the  score  and  declare  yourself  the 
winner." 

Today,  it  appears  that  what  Col.  North 
predicted  is  exactly  what  happened.  For 
many  reasons,  I  have  decided  that  I  cannot 
agree  with  the  Majority,  which  has  indeed 
declared  itself  the  winner.  Therefore,  I  have 
joined  seven  of  my  colleagues  in  filing  dis- 
senting views  which  I  believe  are  more  objec- 
tive than  the  committees'  report.  However, 
there  are  some  additional  points  which  I 
would  like  to  make  briefly. 

Most  important,  what  do  we  know  today 
that  we  didn't  know  a  year  ago,  when  the 
Iranian  arms  sale  and  the  funds  diversion 
were  first  made  public  by  the  Administra- 
tion? What  do  we  have  to  show  for  the 
months  of  effort  and  millions  of  dollars  of 
taxpayers'  money  that  we  have  spent?  We 


have  identified  more  of  the  individuals  in- 
volved and  spent  countless  hours  going  over 
their  respective  role.  We  have  plotted  the 
intricate  financial  arrangements  and  re- 
viewed thousands  of  written  documents, 
recorded  conversations  and  witnesses'  testi- 
mony. 

Certainly,  we  know  many  more  of  the  de- 
tails, but  we  have  really  only  shown  that 
President  Reagan  was  forthcoming  and 
honest  when  he  told  the  American  public 
that  he  was  unaware  of  certain  of  his  staffs 
activities.  As  Secretary  of  State  Shultz  told 
the  Committees,  the  essential  facts 
unearthed  by  Attorney  General  Meese  and 
his  investigators  remain  the  essential  facts 
today. 

Senator  McClure  argues  that  the  Committees' 
investigation  was  largely  unnecessary.  In  the  end, 
he  says,  all  it  showed  was  that  President  Reagan 
told  the  truth.  He  also  says  lying  is  appropriate 
in  certain  circumstances,  and  so  North's  critics 
are  being  hypocritical  when  they  piously  com- 
plain that  he  lied.  McClure  concludes  by  saying 
it  should  be  remembered  that  North  and  Poin- 
dexter  were  fighting  communism. 
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Additional  Views 
of  Congressman 
William  S.  Broomfield 


In  my  view,  the  Congressional  Iran/Contra 
investigation  went  on  too  long  and  yielded 
few  results.  Since  Attorney  General  Meese 
publicly  announced  the  Iran/Contra  connec- 
tion nearly  a  year  ago,  there  have  been  hear- 
ings by  several  Congressional  committees,  a 
full-scale  investigation  by  the  Senate  Intelli- 
gence Committee,  and  partial  investigations 
by  other  committees.  The  President's  Special 
Review  Board  (Tower  Commission)  was 
formed  last  December  and  reported  in  Feb- 
ruary. The  Select  Committees  were  formed 
in  January  and  conducted  public  hearings 
and  other  proceedings  through  September. 
Prior  to  formation  of  the  Select  Commit- 
tees, I  emphasized  that  the  Committees'  true 
role  was  to  garner  the  facts,  get  those  facts 
out  to  the  American  people,  and  recommend 
corrective  action  if  necessary.  I  also  stated 
my  reservations  about  the  length  of  time  for 
which  the  Committee  were  formed,  the  ab- 
sence of  a  specific  budget  figure,  and  the  ab- 
sence of  adequate  security  procedures.  My 
fear  was  that  the  Committees  would  embark 
on  an  open-ended  and  unfocused  investiga- 
tion that  would  wander  beyond  its  legitimate 


objectives  yet  fail  to  perform  its  proper  mis- 
sion. This  fear  has  been  realized. 

What  do  we  have  to  show  for  all  the  activ- 
ity in  Congress?  The  consensus  appears  to  be 
that — aside  from  unearthing  considerable 
detail — the  Committees  made  little  progress 
in  resolving  even  the  factual  issues.  The  basic 
outlines  of  the  story  have  not  changed  much 
since  the  Attorney  General's  announcement, 
no  less  the  Tower  Commission's  extensive 
report. 

Representative  Broomfield  says  the  Committee 
hearings  seemed  too  much  like  a  trial,  dwelling 
on  sensational  factual  revelations;  instead,  they 
should  have  been  a  vehicle  for  public  education. 
Broomfield  says  the  President  did  make  policy 
errors,  but  largely  because  he  got  flawed  ad- 
vice. He  says  the  Iran  arms  sales  policy  was  in- 
correctly implemented.  Although  he  says  the 
President  cannot  be  blamed,  North,  Poindexter, 
and  perhaps  others  may  be  guilty  of  improprie- 
ties and  illegalities.  Broomfield  believes  the  Ad- 
ministration should  have  consulted  with 
Congress  but  also  says  Congress  shares  blame 
for  politicizing  oversight  of  the  Nicaragua  pol- 
icy. 
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Supplemental  Views  of 
Senator  Orrin  G.  Hatch 


Much  has  been  said  in  the  foregoing  reports 
about  the  Constitutional  roles  of  Congress 
and  the  President  in  foreign  affairs.  I  concur 
with  the  views  of  my  fellow  Republicans  in 
our  minority  report  on  that  subject,  and  offer 
the  following  supplementary  remarks. 

The  framers  of  the  Constitution  an- 
ticipated a  Congress  with  significant  powers 
and  with  a  checking  function  on  the  Presi- 
dent. But  the  framers  also  created  a  chief 
executive  with  real  power.  It  is,  I  believe,  a 
common  misperception  that  the  framers,  in 
creating  the  Presidency  at  the  Constitutional 
Convention,  were  driven  only  by  a  desire  to 
avoid  the  tyrannical  power  of  the  English 
kings.  Such  was  not  the  case  in  the  American 
colonies  by  the  year  1787.  It  is  true  that  the 
abuses  of  power  of  the  English  monarchs  had 
been  the  principal  impetus  for  the  colonists 
to  flee  England,  and  to  later  fight  the  Revolu- 
tion; and  the  dictatorial  excesses  of  King 
George  III  were  well  understood  and  sought 
to  be  avoided  by  the  framers.  But  when  the 


Constitutional  Convention  convened  in 
Philadelphia,  the  delegates  were  more  con- 
cerned about  the  ineffectiveness  of  the  Conti- 
nental Congress,  and  about  the  lack  of  any 
coherent  foreign  policy  for  their  fragile  new 
nation,  than  they  were  about  the  abusive 
power  of  kings.  John  Jay's  Federalist  Paper 
No.  64  is  an  especially  informative  summary 
of  the  manner  in  which  the  framers  viewed 
the  power  of  the  President  in  foreign  affairs. 
As  finally  written,  the  Constitution  pro- 
vided for  a  Congress,  a  chief  executive,  and 
a  judiciary,  each  with  considerable  authority. 


Senator  Hatch  says  the  Constitution  empowered 
the  President  to  take  the  lead  in  the  nation's 
foreign  affairs,  and  the  Iran-Contra  Affair  ought 
to  teach  the  nation  that  the  President  needs  the 
power  the  Constitution  grants  him  without  ex- 
cessive second-guessing  and  micromanaging  by 
Congress.  Unnecessary  Congressional  interfer- 
ence, he  says,  helped  lead  to  the  Iran-Contra 
Affair. 
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Supplemental  Views  of 
Congressman  Henry  Hyde 


One  unanticipated  benefit  of  the  Iran  Contra 
hearings  was  the  surprising  emergence  of  so 
many  strict  constructionists  among  members 
of  the  Joint  Investigating  Committee.  It  is 
heartening  to  see  the  ranks  of  those  devoted 
to  law  and  order  increasing,  notwithstanding 
the  selectivity  of  their  devotion. 

In  earlier  days,  we  were  conditioned  to 
favor  appeals  to  "the  higher  law"  over  mere 
statutory  expressions,  depending  on  who 
made  the  appeal  and  the  degree  of  left-ward 
tilt  to  their  cause. 

We  have  seen  high  minded  demonstrators 
trespass  on  military  installations,  splash  ani- 
mal blood  on  draft  records,  illegally  picket 
within  500  feet  of  the  South  African  Em- 
bassy, conduct  sit-ins  to  obstruct  CI. A.  uni- 
versity recruitment,  and  deliberately  violate 
our  immigration  laws  to  provide  sanctuary 
to  a  chosen  few. 

These  acts  of  civil  and  criminal  disobe- 
dience are  routinely  applauded  by  many 
who  turn  a  cold  shoulder,  a  blind  eye  and 
a  deaf  ear  towards  such  appeals  when 
made  by,  for  example,  Fawn  Hall  on  behalf 


of  her  former  boss,  Lt.  Col.  Oliver  North. 
Ms.  Hall's  testimony  that  "sometimes  you 
have  to  go  above  the  written  law  ..."  has 
been  much  remarked  in  the  press,  but  we  are 
less  often  reminded  that  she  was  echoing 
Thomas  Jefferson,  who  on  September  20, 
1810  wrote  to  John  Colvin: 

A  strict  observance  of  the  written  law  is  doubt- 
less one  of  the  high  duties  of  a  good  citizen,  but 
it  is  not  the  highest. 

Representative  Hyde  argues  that  it  is  too  simplis- 
tic to  say  the  Administration  should  not  have 
violated  the  Boland  Amendments  under  any  cir- 
cumstances. Vacillating  U.S.  policy  toward  the 
Contras  may  have  made  it  necessary  not  to  inter- 
pret them  in  the  strictest  terms.  The  Founding 
Fathers,  he  says,  intended  to  give  the  President 
general  control  of  the  nation's  foreign  policy,  and 
given  the  threat  of  communism  in  Central  Amer- 
ica the  President  is  justified  in  using  that  power. 
The  hearings,  he  says,  were  overly  self-righteous 
and  moralistic.  Under  President  Reagan,  the 
United  States  has,  he  says,  rightly  reasserted  it- 
self as  the  "party  of  liberty  in  the  world." 
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Additional  Views  of 
Senator  William  S.  Cohen 


The  Iran-Contra  Affair  was  a  significant  de- 
parture from  the  constitutional  processes 
which  normally  control  the  operations  of  the 
Government.  While  the  affair  was  an  aberra- 
tion in  this  sense,  it  also  demonstrated  a 
recurring  problem  which  has  afflicted  Ad- 
ministrations of  both  parties — albeit  without 
such  bizarre,  unseemly,  and  far-reaching  re- 
sults. 

When  an  Administration  adopts  objec- 
tives whose  goals,  however  defensible,  are  at 
odds  with  actions  taken  by  the  Congress,  or 
with  its  own  publicly  acknowledged  posi- 
tions, it  embarks  on  a  perilous  course.  Subor- 
dinates of  any  President  are  motivated 
primarily  by  a  desire  to  carry  out  his  wishes, 
whatever  the  obstacles.  Without  an  apprecia- 
tion of  the  balance  between  the  branches, 
such  subordinates  may  be  ignoring  the  law, 
even  if  it  means  taking  actions  which  violate 
publicly  stated  U.S.  policy. 

Normally,  there  are  enough  checks  and 
balances  within  the  governmental  framework 


that  such  anomalies  are  detected  and  cor- 
rected early  on.  In  the  national  security  area, 
however,  where  secrecy  is  necessarily  a  tool  of 
the  trade,  there  is  a  greater  potential  that 
secrecy  will  neutralize  the  normal  checks  and 
balances  of  government.  This  was  clearly 
demonstrated  in  the  Iran-Contra  Affair. 

Part  of  the  responsibility  to  ensure  this 
does  not  happen  rests  with  the  President. 

The  need  for  secrecy,  Senator  Cohen  says,  does 
not  justify  deceiving  Congress.  The  press,  he 
says,  first  exposed  the  Iran-Contra  Affair,  and 
the  Government  then  intervened  to  make  correc- 
tions. This  report,  Cohen  says,  overstates  its  case 
on  occasion.  It  was  particularly  inappropriate,  he 
says,  for  the  Committees  to  make  even  tentative 
judgments  about  legality.  The  Senator  questions 
whether  the  majority  report's  section  on  NSC 
involvement  in  criminal  investigation  should  have 
been  included  since  no  malfeasance  was  proved. 
And,  he  says,  the  report  dwells  too  long  on  the 
activities  of  the  State  Department's  Office  of 
Public  Diplomacy. 
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Supplemental  Views  of 
the  Honorable  Bill  McCollum 


In  good  conscience  I  could  not  sign  the  ma- 
jority report  of  this  Committee  because  there 
are  just  too  many  things  with  which  I  dis- 
agree. While  I  have  signed  the  dissenting 
views  prepared  by  House  Minority  Staff, 
there  are  areas  where  my  interpretation  of 
evidence  and  testimony  presented  to  us  dif- 
fers and  I  have  some  additional  views  which 
I  feel  compelled  to  set  forth  here. 

The  Iran/Contra  hearings  gave  Ameri- 
cans a  unique  look  inside  a  Presidential  Ad- 
ministration. They  also  gave  a  sobering  look 
at  the  results  of  the  unwillingness  of  a  Presi- 
dent to  have  a  Constitutional  showdown 
with  Congress  over  his  powers,  a  lack  of  trust 
among  people  in  our  government,  and  a  lack 
of  a  clearly  defined  and  effective  policy  for 
combatting  terrorism  and  rescuing  hostages. 

Partisan  bickering  was  the  most  distress- 
ing thing  about  the  hearings.  It  got  in  the 
way  of  our  purpose,  which  was  to  bring  out 
the  facts,  to  determine  the  President's  credi- 
bility, and,  finally,  to  recommend  law  and 
policy  changes  that  reach  far  beyond  these 
hearings. 


The  cloud  hanging  over  the  President  on 
the  issue  of  his  credibility  was  removed.  The 
President  told  the  truth  when  he  said  he  did 
not  know  of  the  diversion  and  that  his 
knowledge  of  various  aspects  of  the  affair 
was  limited.  Of  course,  the  buck  stops  with 
the  President,  and  he  must  accept  responsi- 
bility for  the  errors  and  omissions  of  his  ap- 
pointees. 

During  the  hearings,  Representative  McCollum 
says,  Administration  critics  were  highly  partisan 
and  overzealous.  The  President,  he  says,  should 
have  openly  confronted  Congress  over  the  Boland 
Amendments,  obviating  the  need  for  the  secret 
activities  that  led  to  the  hearings.  He  says  part  of 
the  blame  thrown  at  Tomas  Castillo,  the  pseudo- 
nym for  the  CIA  station  chief  in  Costa  Rica, 
should  have  been  directed  at  his  superiors.  The 
Iran-Contra  Affair  occurred,  he  also  says,  partly 
because  of  excessive  Government  leaks  and  the 
nation's  failure  to  form  an  effective  counterter- 
rorism  policy.  And,  he  says,  the  majority  is 
wrong  to  say  the  scandal  might  not  have  occurred 
if  the  Government  were  not  so  heavily  directed  by 
political  appointees  rather  than  career  officers. 
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Additional  Views  of 
Senator  Paul  Trible 


I  have  joined  the  majority  of  my  colleagues 
in  this  Report  because  its  interpretation  of 
the  facts,  the  law,  and  policy  considerations 
in  most  instances  squares  with  my  own.  I 
am  not,  however,  in  accord  with  the  major- 
ity in  every  particular,  nor  do  I  assess  the 
roles  of  our  institutions  in  precisely  the 
same  way. 

The  essence  of  the  Iran-Contra  Affair  lay 
in  the  decision  by  a  few  within  the  National 
Security  Council  Staff  to  embark  on  a  self- 
destructive  journey  into  the  privatization  of 
foreign  policy.  The  pitfalls  associated  with 
this  departure  from  long  established  princi- 
ples of  government  are  well  chronicled  in  the 
Report.  The  main  lessons  are:  that  a  Presi- 


dent's staff,  no  matter  how  well  intentioned, 
must  always  be  accountable;  that  a  President 
who  is  deceived  and  from  whom  information 
is  intentionally  withheld  is  a  President  be- 
trayed; and  that  truth,  trust  and  respect  for 
the  rule  of  law  and  the  Constitution  are  in- 
dispensable to  the  success  of  our  free  society. 

One  large  failing  that  led  to  the  scandal,  Senator 
Trible  says,  was  vesting  so  much  authority  in  the 
hands  of  private  citizens — Secord  and  Hakim — 
who  were  partly  motivated  by  profit.  Another 
problem  is  the  Government's  failure  to  reach  con- 
sensus on  the  nation's  foreign  policy.  Congress 
shares  blame  for  that.  And  he  is  not  happy  with 
the  "sweeping  character  of  the  [report's]  indict- 
ment" of  the  President. 
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PROFOUNDLY  SAD. 


N  NOVEMBER  3, 1986,  Al-Shiraa,  a  Lebanese 
)weekly,  reported  that  the  United  States  had 
secretly  sold  arms  to  Iran.  Subsequent  reports 
claimed  that  the  purpose  of  the  sales  was  to  win  the  re- 
lease of  American  hostages  in  Lebanon.  These  reports 
seemed  unbelievable:  Few  principles  of  U.S.  policy  were 
stated  more  forcefully  by  the  Reagan  Administration  than 
refusing  to  traffic  with  terrorists  or  sell  arms  to  the  Govern- 
ment of  the  Ayatollah  Khomeini  of  Iran. 

'Although  the  Administration  initially  denied  the  re- 
ports, by  mid-November  it  was  clear  that  the  accounts 
were  true.... 

"There  was  still  another  revelation  to  come:  On  No- 
vember 25  the  Attorney  General  announced  that  pro- 
ceeds from  the  Iran  arms  sales  had  been  'diverted'  to  the 
Nicaraguan  resistance  at  a  time  when  U.S.  military  aid  to 
the  Contras  was  prohibited. 

"Iran  and  Nicaragua — twin  thorns  of  U.S.  foreign  poli- 
cy in  the  1980s — were  thus  linked  in  a  credibility  crisis  that 
raised  serious  questions  about  the  adherence  of  the  Ad- 
ministration to  the  Constitutional  process  of  Government.... 

"The  Iran-Contra  Affair,  as  it  came  to  be  known,  carried 
such  serious  implications  for  U.S.  foreign  policy  and  for 
the  rule  of  law  in  a  democracy,  that  the  100th  Congress 
determined  to  undertake  its  own  investigation  of  the  Affair. 

"The  inquiry  formally  began  on  January  6, 1987..." 

—  From  the  Preface  to  the  Report  of  the  Congressional 
Committees  Investigating  the  Iran-Contra  Affair 


